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CAPITAL AND INTEREST. 


PROFESSOR ALFRED MARSHALL, in his new volume, 
opens his chapter on “Capital” with these sentences : — 


Unfortunately, the term Capital has many uses both in the language 
of the market-place and in the writings of economists. There is no 
other part of economics in which the temptation is so strong to in- 
vent a completely new set of technical terms, each of which should 
have a precise and fixed meaning, while between them they should 
cover all the various significations which are given to the one term 
Capital in the language of the market-place.— Principles of Economics, 
Book II. chap. iv. 


Professor Marshall resists for his own part the tempta- 
tion to invent new terms, and in this I have no doubt he 
has acted wisely. But everybody who has had occasion 
to write, or even to think with precision, regarding any of 
the problems in which capital figures, must have become 
painfully aware of the great need we are in of a better 
terminology. Now, though we are debarred by practical 
considerations from inventing new terms, it does not 
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follow that we may not improve somewhat our use of the 
terms already invented. One change of this sort I vent- 
ure to propose for general adoption in economic discus- 
sion, partly because it is already adopted by some writers, 
but mainly because, in my judgment, the general adoption 
of it would tend greatly to obviate misunderstandings and 
to clear up some of the most difficult points in the theory 
of distribution. 

The change I propose is that the word “ capital,” stand- 
ing without modifying words, shall hereafter be under- 
stood not to include resources for the payment of wages, 
but to apply only to the apparatus of production and 
exchange in the strict sense; that is to say, the tools, 
materials, buildings, ships, railways, and so on, required 
by the producers in order to carry on their work effec- 
tively. Resources for paying wages may be sufficiently 
designated by the descriptive term already in common use 
for the purpose ; namely, savings. 

It is easy to see that these two sets of things, savings 
and industrial machinery, differ extremely in character 
and function. Industrial apparatus we need in order to 
make effective use of the natural agents about us. It 
enables us to produce more and better enjoyable commodi- 
ties with a given outlay of labor. Savings, on the other 
hand, consist wholly of things with which productive indus- 
try has done,— enjoyable commodities ready for consump- 
tion, whose only use is to sustain and comfort those who 
are to consume them. Industrial apparatus men need as 
producers. The food, clothing, and other elements of real 
wages they need simply as men, whether producers or not. 
It is true, of course, that men cannot produce without 
subsistence; but that is not the whole truth. Men can- 
not live without subsistence. It seems strangely unscien- 
tific, therefore, to include subsistence under capital, on 
the ground that subsistence is a necessity of production. 
The true relation would seem to be that subsistence is 
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the object, or one of the objects, of production; and that 
it is a condition, not merely of productive energy, but of 
life itself. 

The older economists commonly accepted the commer- 
cial view of capital. Looking at the matter from the em- 
ployers’ standpoint, they regarded as capital whatever 
wealth (other than land) is used to gain an income, or a 
profit. Since an employer’s resources for paying wages 
are an essential part of his equipment for gaining prof- 
its, they had no hesitation in including these resources 
in his capital. In this respect, the example of Adam 
Smith has been closely followed by the great majority of 
later writers,—even by those who sought to shift the 
point of view of capital from that of a single class to that 
of the whole community. These latter, while defining 
capital as the necessary outfit for efficient production, 
have thought it necessary to include in such outfit a 
supply of subsistence for the producers, on the assumption 
that, without such a supply, production of implements and 
machinery would be impossible. Indeed, some writers 
have gone so far as to reduce all capital, in the last 
analysis, to the single article food. For, they argue, with 
a supply of food assured, men are able to devote them- 
selves freely to the production of any desired tools or 
other apparatus; while, without such a supply, it is as- 
sumed it would be impossible for them to do so. Ac- 
cordingly, in every illustrative list of things constituting 
capital we find food and clothing always mentioned; and, 
because the mass of producers get their food and cloth- 
ing as wages, it is concluded that resources for paying 
wages are necessarily capital. 

This reasoning I believe to be quite inconclusive. In 
the first place, it is admitted on all hands that subsistence 
is not in itself capital. Unless the opportunity which the 
possession of it gives be used to produce true capital, it 
remains mere subsistence “consumed unproductively.” 
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If the men who eat the corn and wear the clothes devote 
their energies to producing ploughs or to raising sheep, 
the corn and the clothes are capital. If, however, the 
consumers merely loll in the sunshine, what they eat and 
wear is not capital. This seems to assume that a man’s 
food and clothing are somehow identical with the thing he 
turns out while consuming them. As if we should say 
that food eaten by a poet is thereby made poetry, or that 
the coat worn by a philosopher is thereby made philoso- 
phy. We carefully avoid such absurdity in other cases, 
but deliberately adopt something closely akin to it in 
the case of capital. The simple fact is that subsistence is 
never anything but subsistence. When men use it to 
sustain and comfort their bodies, they put it to its natural 
and only use, and this wholly irrespective of the question 
whether or not they instantly fall to producing some 
other form of wealth. Let us be done with mere fancies 
and figurative language in scientific discussion. Except 
in the mind and the ledger of the employer, there is no 
relation of identity, nor anything resembling that relation, 
between the wages of the laborer and the capital pro- 
duced by his labor. 

If productive laborers were mere machines or working 
animals in the service of some higher beings, it would be 
natural for such higher beings to regard men’s necessary 
consumption of food and clothing as consumption of 
capital. Those beings might regard it quite as we now 
regard the necessary consumption of fuel by the engine 
or of fodder by the draught-horse. But, if we are to look 
on men as all equally men, and to think of laborers as 
consuming subsistence in order to live rather than in 
order to produce for other men, we can hardly continue to 
speak of their food and clothing as mere forms of capital. 
Such modes of speech seem to be only a survival of the 
old way of looking at productive industry as an affair of 


the employing class. 
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When we view production from the broadly human 
standpoint, and inquire what producers need simply as 
producers, we readily perceive that resources for paying 
wages have no claim to be included. Tools and materials 
are required by the very nature of the work itself. Pay 
for the worker, apart from the natural result of his labor, 
is evidently no physical necessity of the case. Taking 
men as a community, and ignoring the distinction between 
laborer and employer, we easily see that all they get for 
their joint exertions in production is the product. The 
only sacrifices necessary for producing things, by even the 
most elaborately capitalistic methods, are labor and wait- 
ing, or, more simply, the bestowal of much labor in mere 
preparation for production. Under our existing social 
conditions, this necessity of great preliminary labor with- 
out immediate return is undoubtedly met through the 
savings of the capitalist class. But it does not follow 
that savings are a necessary condition of the production of 
capital. All that the possession of savings does for a 
community is to enable it to spare a portion of its labor 
for work that yields no immediate return. Now, a little 
reflection ought to make it clear to everybody that, so far 
as the physical necessities of the case are concerned, the 
possession of savings is rather the evidence than the 
source of a community’s ability to spare labor for the pro- 
duction of capital. For the labor that produced the sav- 
ings was itself, by the nature of the case, labor that could 
have been devoted to producing true capital. Strictly, 
wherever there is ability to save, there is ability to pro- 
duce true capital without saving. It may be more con- 
venient that the disposable labor should first be devoted 
to producing things for subsequent use in hiring other 
labor to produce machinery, materials, ete. But we must 
not coufound convenience with necessity. When a small 
farmer uses his spare time in clearing new ground or in 
making improved implements, he is creating capital with- 
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out the intervention of savings. It can hardly be doubted 
that the beginnings of capital have been made in all 
countries in just that way. In strictness there is no 
reason in the nature of things why all capital should not 
be provided in that way. 

The simple fact seems to be that the use of savings in 
the creation of capital offers, under existing social con- 
ditions, the great, advantage of being at once easy and 
natural. It enables the poor man to get more commod- 
ities for his labor than he could produce if he worked, 
with scanty capital, on his own account. It enables the 
man who has savable income to make a gain by using a 
part of his means in hiring those who are less fortunate or 
less thrifty than himself. Perhaps, also, no other so simple 
way could be found of bringing considerable bodies of 
labor to bear, under efficient direction, on undertakings 
that require far-sighted and comprehensive plans. But it 
remains true, nevertheless, that the dependence of capital 
on savings arises, not from the nature of capital or of pro- 
duction in se, but from the inequalities of wealth and of 
waiting capacity among men. So far as the nature of 
production is concerned, nothing has been done through 
savings that could not have been done, under a different 
social development, without savings. The labor that pro- 
duced the earliest savings might have been itself used di- 
rectly in the production of true capital instead of being 
used in producing the means of hiring other labor to pro- 
duce it. And so of all later savings. 

Strictly, then, savings belong, with wages, to the sub- 
ject of Distribution, so called, and not to Production: 
whereas capital, in the true sense, has no connection with 
distribution, but has very intimate and powerful bearings 
on the productiveness of labor. Savings are a necessary 
condition, not of capital, but of profits: they are necessary 
in order that some men may be able to make profits from 
hiring other men. It is, therefore, in the treatment of 
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wages, profits, and interest, that the full importance of the 
distinction between savings and true capital becomes ap- 
parent. I believe that most of the confusion and mis- 
understanding into which the theory of distribution has 
fallen is directly traceable to neglect of this distinction. 

If, for example, “orthodox” political economy had 
simply announced that wages depend immediately on say- 
ings, instead of asserting that wages depend on capital, 
one can hardly suppose that the doctrine would have been 
seriously controverted by any intelligent person. The 
essential principle of the wages-fund would have received 
a form which could hardly be misconstrued by friend or 
opponent. For it must be clear to everybody that the 
productive system of a great country embodies all the 
time, under constantly changing forms, the results of an 
immense amount of labor, held, so to say, in solution by 
the necessities of the case; and that, so far as the manual 
laborers have already, at any given time, received pay- 
ment for their share in. producing the industrial outfit’ of 
the time, they must have been paid out of the saved prod- 
ucts of other and earlier labor. By jumbling together the 
fee for the workman and the implements for his work 
under the common name of capital, and then asserting, or 
seeming to assert, that wages depend directly on the sum 
of the two, needful clearness in the treatment of wages 
was made impossible. The essential simplicity of the 
practical relations in the case was obscured. Miscon- 
ception and controversy followed, with consequences for 
economic theory which need not be recalled. The history 
of the case seems to me to point very clearly to the need 
of wholly separating, in our nomenclature, things that 
differ so radically in character and function as do savings 
and working capital. 

That the business man must always treat as part of his 
individual capital whatever of resources he may have on 
hand for paying wages does not appear to me to make it 
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necessary for economists to adopt this view. The neces- 
sities of book-keeping govern the business man’s way of 
looking at the matter. He has to include in his “ capital” 
the value of his land, the aggregate of debts owing to him, 
and so on, as well as his resources for paying wages. 
Economists do not follow him in the one case, and neither 
need they do so in the other. What the business man 
aims at is profits; and all the property he is using for that 
purpose he naturally regards as his capital, no matter what 
the existing form of any part of it may be. Resources for 
paying wages are a necessary part of the outfit,— in fact, 
are the only necessary material outfit, for gaining profits. 
From the employer’s standpoint and for his purpose, such 
resources may be a “ necessity of production”; that is to 
say, of production carried on with a view to profit. But, 
as this is not the economic view of production and its mo- 
tives, so neither ought this to be the economic view of 
capital. 

The treatment of interest would be clarified even more 
than the treatment of wages by observing the distinction 
between savings and true capital. Nothing else, I think, 
can rescue the subject from the muddle into which it has 
fallen. For it must be clear to every careful reader of the 
current literature of the interest problem that, though all 
the writers use the same terms and phrases, they do not 
all use them with the same meaning. There is no agree- 
ment either as to the real nature or the source of interest. 

One writer evidently has in mind actual payments made 
by borrowers to lenders,— the interest that figures in the 
loan market. Another conceives of interest as a universal 
element in the gross profits of all employers, no matter 
whether they borrow a part of their resources or simply 
use their own savings. A third evidently has in mind an 
independent “economic share” of the product of industry 
accruing to the owners of the machinery, buildings, and 
other capital used in producing it. Manifestly, the first 
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step towards discovering the law of interest must be to 
settle definitely what interest is, and what precise part 
capital plays in the gaining of it. 

The phrase “interest of capital” is used on all hands, 
apparently as one too clear to need explanation. In point 
of fact, no phrase ever needed it more; for it seems to 
imply that the quality of yielding interest is somehow an 
attribute of capital, simply as capital. But evidently, 
when we speak of any definite part of our productive 
apparatus, we never speak of it as yielding interest. A 
rolling mill is capital; but nobody speaks of the interest 
of a rolling mill, or of a cotton factory, or of a reaping ma- 
chine. Why not? If it be in the nature uc eapital, as 
such, to yield interest, why do we avoid forms of speecn 
which imply this of any definite part of visible capital ? 
We speak of the wages of labor,— of Smith’s wages, and 
of Smith’s wages for any given day. We speak of the rent 
of land,— of the rent of Brown’s farm, and of the rent of 
Robinson’s building lot. We speak of the interest of cap- 
ital and of the interest of A. B.’s capital; but we never 
hear of the interest of A. B.’s ships, nor of the interest of 
C. D.’s warehouses, though these are undoubtedly parts of 
their capital. Why this difference between interest and 
wages or rent? 

This question may help us indirectly in determining 
what interest is by helping us to see what it is not. If 
there be no interest of cotton mills, iron foundries, reap- 
ing machines, and the like, it follows at once that the 
connection between interest and capital is entirely differ- 
ent from that between rent and the rent-yielding land. 
Economic rent, wherever it accrues, is a primary and 
independent “share” of the product. The amount of it 
is determined by the very process of production, because 
it grows out of the external physical conditions under 
which production is carried on. We connect the rent 
directly with the agent that yields it. But not so of in- 
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terest and capital. We may think of the owner of a cot- 
ton mill as a capitalist, and as getting interest on his 
capital; but we do not think of his income as interest of 
his cotton mill, even though we should say that the mill 
is the capital by means of which he obtains the interest. 

This, we shall find on examination, is no mere freak of 
language, nor a question of mere words. It points to the 
process by which interest is gained. The office of cotton 
mills, reaping machines, and all other true capital, is not. 
to earn interest for any man, but simply and purely to 
increase the productiveness of human labor. If we look 
only at the course of production itself, as in the case of 
rent, we perceive no clew by which any portion of the 
commodities produced may be assigned as “earnings of 
the capital” employed. In fact, we quickly become aware 
that the capital is itself but the result of directing labor 
in certain ways towards the production of the desired 
commodities. To regard capital as a third factor in pro- 
duction, on a par with labor and land, is to miss its true 
quality. It is at once simpler, and more philosophical, 
because more directly in keeping with the facts, to look 
on the labor that produces requisite capital as part of the 
labor of producing the commodities in the production of 
which the capital is used. This is simply to view all 
industry from the standpoint of its ultimate aim. But, 
whatever be the point of view, the fact is obvious that the 
visible course of production gives no suggestion as to the 
“share ” of the product due to the capital employed. We 
know, of course, that, where the laborers have all known 
appliances for making labor effective, the product of their 
industry is immeasurably greater than it would be if they 
worked without capital. But to call the excess an “eco- 
nomic yield of the capital employed” would practically 
be to give the name of interest to the whole product.* 


* Professor J. B. Clark (Quarterly Journal of Economics, April, 1891, p. 312) 
gives the name of “ Rent of the Labor Force”’’ to this increase of product 
gained through capital (deducting current interest, however). That is, to my 
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The truth appears to be that interest, as we know it 
in practice, does not rest directly, as rent does, on any- 
thing that shows itself in the act of production. It has 
no simple basis in external nature, but depends on agree- 
ments between men. So far as the mere course of pro- 
duction is concerned, the whole product, after eliminating 
rent, is the natural reward of labor bestowed in certain 
ways,— ways that involve long waiting for the enjoyable 
return to large quantities of labor. This need of waiting 
is undoubtedly a physical fact ; and, since interest is made 
possible by the necessity of time in production, it may 
seem to some that interest, too, has its physical basis as 
clearly as rent has. But there is this important differ- 
ence: rent is a direct consequence of nature’s inequali- 
ties. Men can neither avoid it nor alter it. Interest, 
on the other hand, is wholly due to men’s own behavior 
in face of the physical conditions of production. The 
amount of it depends wholly on human action and ar- 
rangement as regards the waiting element in the cost of 
production. 

The burden of the waiting that is necessary in order to 
provide requisite instruments of production is now mainly 
borne by a limited class. The great mass of manual 
laborers decline to wait for the natural reward of their 
labor. They choose rather to have wages at once, though 
they are quite aware that they receive less than the event- 
ual product of their labor. The difference between the 
wages and the final product of the labor for which the 
wages are paid, constitutes the gain of the employing 
class. This difference, as we know, is not wholly interest; 
but it includes the interest. Whether it be possible to 
separate interest, in this general sense, from the other 
elements of gross profits, is a question we cannot now 


mind, a strange proceeding. If political economy is to become a doctrine of 
various rents,—to be, as one might say, rent in pieces,—I suggest that the 
whole increase of product here in question is a rent of inventive faculty and of 
waiting. 
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consider. I am myself of the opinion that no formula 
or principle has yet been supplied whereby interest, as 
a universal element in all gross profits, can be identified 
and measured. What we have are, on the one hand, theo- 
ries based on the assumption that interest, in this univer- 
sal sense, coincides with the rate obtainable for loans,— 
an assumption which can hardly be called entirely satis- 
factory; and, on"the other hand, various ingenious at- 
tempts to develop a law of interest as a primary “share” 
of the product accruing to capital as its “ earnings,” and 
determined by the physical conditions of production. A 
universal law of interest reached by the first method must 
have but little light or significance for us; and interest 
in the sense contemplated by the other method I believe 
to be demonstrably a mere figment of the brain. The 
whole product of industry comes to men as the undivided 
reward of labor and waiting. No part of it is ear-marked 
as the separate reward of the waiting. The appeal to the 
product of the last “dose” or “increment” of capital, as 
fixing the rate of interest for all capital, involves, in my 
opinion, the great fallacy of assuming the thing to be 
proved. For there is no such product, since there is 
never a separate product of capital in any case. But I 
waive these objections, and shall assume, for present pur- 
poses, that interest, in the universal sense, admits of theo- 
retical separation from the other elemenis of gross profits. 
My object at present is merely to call attention to some 
features of the process of gaining interest, which seem to 
be overlooked in recent discussions, especially by writers 
who are in quest of a law of interest to accompany the 
residual theory of wages. 

Assuming, then, that interest in the universal sense can 
be extricated from its combination with earnings of man- 
agement and compensation for risk, let us consider the 
process by which interest is gained. Obviously, since it 
comes into existence as a part of the gross gains of em- 
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ployers, the process of gaining it must coincide, up to the 
point of division, with the process of making gross profits. 
In order, then, to understand the process by which in- 
terest accrues, we have only to analyze the operations by 
which employers make profits. And, since we are con- 
cerned, not with the greater or less gains of the individ- 
ual, but with profits and interest as general phenomena, 
we may safely treat as one body all the employers who 
co-operate in the production of each commodity. The 
source and nature of interest would not be different if, in- 
stead of one employer raising the cotton, another making 
the machinery, a third erecting the buildings, a fourth 
manufacturing the cotton cloth, a fifth managing the sale 
to consumers, and so on, we had a single employer hiring 
all the laborers concerned from first to last in the produc- 
tion and exchange of this commodity. When one em- 
ployer or dealer buys machinery, materials, or the finished 
commodity from another employer or dealer, the buyer 
only takes over the position and rights of the seller. 
These transactions can have no effect on the essential 
character of the process by which they all gain interest, 
nor on the amount of their total gain. 

Now, no argument ought to be necessary to show that 
interest, as well as all other gains of employers, must 
arise from excess of income over outgo. The only diffi- 
culty is as to the precise mode of gaining this excess. I 
will say at once that the conventional treatment of the 
matter seems to me too narrow. It is common to regard 
each employer as an independent unit; to regard the ex- 
cess of his income over his outlay (so far as it is interest) 
as the true economic interest. The nature of the case 
seems to me to require that we take a wider view, and 
look, in the case of each enjoyable commodity, at the 
whole process of its production and exchange. The 
grounds for this contention are briefly these : — 

When an employer pays wages to his men for producing, 
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say, a reaping machine, he may individually recover his 
outlay, with what is to him interest thereon, by the sale 
of the machine. But, obviously, all that he gets in this 
way he gets out of the savings of the buyer. The outlay 
remains an outlay still, to the full extent: only it is now 
by a different person. The economic recovery of the out- 
lay, with the true economic interest thereon, remains still 
to be made. The labor of making the reaping machine is 
part of the labor of producing bread; and savings in- 
vested in a reaping machine are invested in the produc- 
tion of bread. If, then, we would understand the process 
of gaining interest in its full scope, we must follow the 
investment to its final outcome. This principle is so sim- 
ple and so obviously sound that I need not spend time in 
argument on behalf of it. But there are two things to be 
noted as to its application in practice ; for this is far from 
being simple. 

In the first place, no given piece of labor has a distinct 
enjoyable product wholly its own. It has to be combined 
with other labor, usually much other labor, some before 
and some after itself, before an enjoyable result appears. 
When this does appear, it is impossible to assign any 
particular part or proportion of it to this or that part of 
the various labors that have gone towards producing it. 
And so of the savings paid as wages for any particular 
part or piece of the whole labor. We have to consider 
the whole chain of payments from the beginning to the end 
as one investment, no matter how far they may have been 
separated in time, nor how many different employers may 
have had a hand in making them. In this way we take 
our stand, not on mere accidental or artificial business 
arrangements, but on the natural and necessary features 
of productive industry. 

Secondly, in our search for the sources and the measure 
of economic interest, we must bear in mind that, under 
division of labor, the ultimate object of the producers in 
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each industry is not to obtain a supply of their own par- 
ticular product, but to acquire, through exchange with 
other industries, a supply of commodities in general., A 
sound and complete philosophy of economics must regard, 
in this behalf, the whole scope of industrial activity,— 
must rest on no motive short of that which is the main- 
spring of action in the mind of each producer. The labor 
of making a reaping machine is, in itself, part of the labor 
of producing flour; but the eventual return the pro- 
ducers of flour are seeking by their labor is not flour, but 
a general assortment of enjoyable commodities. What is 

true in this respect of the labor is just as true of the effort 

to gain interest in any particular industry. In fact, in the 

case of interest there is a second and entirely conclusive 

reason for including exchange, as well as the whole chain 

of production, in our treatment of the problem. The out- 

lay by which interest is won, and on which it is reckoned, 

is always at bottom wages paid for labor, and wages in all , 
cases consist of commodities in general. Now, in order 

that the amount of interest and other gain may be ascer- 

tained, it is obviously necessary that the return shall be 

brought to the same form and denomination as the orig- 

inal outlay. Not till then is comparison possible; for we 

cannot compare the things constituting the real wages 

in any case with the machinery, the materials, or even 

the single enjoyable commodity resulting from the labor. 

Economic interest is the outcome of the whole cycle of 

producing commodities, and the whole cycle must be kept 

in view in the study of interest. 

We have then, ordinarily, three stages in the process of 
gaining interest. The first is the payment of wages to 
laborers in return for doing some part of the work of pro- 
ducing an enjoyable commodity. In the second stage the 
results of this labor stand embodied in some form of capi- 
tal, to which further labor, and consequently further sav- 
ings, have to be applied, in order to attain the enjoyable 
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commodity aimed at. The third stage is occupied with 
the exchange of the finished commodity for the general 
assortment of commodities that is the ultimate object of 
every man’s industrial activity. When the finished prod- 
uct, resulting from any given labor, has been exchanged 
with the producers of other commodities, the savings 
paid for that labor are replaced to the group of em- 
ployers that made the investment: the transaction is com- 
pleted, and the amount of interest and other gain accruing 
from it is definitely ascertained. The return admits of 
comparison, by physical measurement, with the outlay; for 
the things composing it are of the same kind. Anywhere 
short of this point comparison could have been made only 
through the variable and uncertain medium of value. 
Further and more important, any computation short of 
this point must have looked forward to this final outcome 
by way of forecast or estimate, and must have left some- 
body still shouldering the burden of savings expended 
and not yet replaced. 

It is to be observed that, chronologically, the third of 
these stages may lap the second to an indefinite extent. 
This is especially true in the case of savings invested in 
the more durable forms of capital. The finished product 
answering to the labor devoted to making machinery 
comes in a stream spread over a period equal in length to 
the life of the machines. Of course, the third stage begins 
as soon as a part of the finished product has appeared. 
From that point onwards, until the productive power of 
the machinery is exhausted, the two operations go on con- 
temporaneously. 

In the case of savings invested in procuring materials, 
the process of recovery is not so prolonged and the lap- 
ping is less extensive. In the case of savings paid for the 
labor of working up materials already on hand, the re- 
covery is still more prompt and the lapping still less. Fi- 
nally, savings paid for the finishing touches on each com- 








Pete th a) 












oS et 


sens 8 





CAPITAL AND INTEREST 145 





modity and for the labor of effecting the exchange are 
recovered in comparatively brief time; and, so far as 
these are concerned, the third stage is, for most cases, 
wholly later in time than the second. It follows, as a con- 
sequence of these differences, that savings may be in- 
vested, recovered, and reinvested many times over in 
these closing acts of each kind of production during the 
time required for a single recovery of savings invested in 
the earlier preparations or fixed plant of the industry. 
The cycle of investment differs thus widely for different 
points in the whole chain of each industry, and of course 
differs equally widely in different industries.* 

The relation between economic interest, as here de- 
scribed, and the interest gained by the individual em- 
ployer, seems to call for a passing note. Where, as is 
usually the case, the work of producing and exchanging 
each commodity is managed by a series of employers, the 


economic interest accruing from the whole process is the , 


ultimate source of the various interests gained by these 
employers individually. But it is to be noted that, except 
so far as the principle may be modified by the action of 
credit, what is obtained under the name of interest by 
those who stand early in the series is really not true or 
economic interest, but an advance in lieu of true interest 
out of the savings of those who stand later in the series. 


In this view, interest is directly connected with the 
waiting element in cost of production. It is a gain obtain- 


*One has to speak here as if the return for any given outlay were more 
definitely ascertainable than, in practice, it can be. The return can be definite 
only so far as the labor, for which the outlay was made, has a distinguishable 
product ; and this, of course, can be true only of considerable bodies of suc- 
cessive labors. There is, necessarily, much pooling of investments: new say- 
ings have constantly to be applied in order to recover the old outlay, and the 
returns for new and old seem to be inextricably intermingled. But I suppose 
that, in the long run, there is a fairly definite return for the whole outlay, new 
and old. At all events, difficulty of precise application to individual cases is 
no reason for rejecting a principle that is obviously sound as theory. 
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able by supplying the means whereby laborers may antic- 
ipate the natural results of their labor, or, in other words, 
by assuming the burden of the waiting that corresponds 
to other men’s labor. This can be done only through the 
possession of savings. It follows from the nature of the 
process by which the gain is made that interest is strictly 
interest of savings. The appearance of capital in the case 
(understanding capital as the necessary outfit of imple- 
ments and materials) is but an incident of the process,— 
a sort of middle stage during which the employers have 
parted with their savings and have not yet received the 
equivalent they are really seeking. Strictly, the office of 
capital is to promote largeness of product, and not at all 
to yield interest. It has no more to do with gaining in- 
terest than land and labor have. The operation by which 
interest is gained is purely an operation with savings: it 
begins with savings, and is carried on to the end by 
means of further savings. This is why there is no inter- 
est of reaping machines or of steam-engines. We should 
gain greatly in clearness if we recognized this fact, and 
always spoke of interest of savings rather than of interest 
of capital. 

If this be the character of economic interest, we readily 
see how great a mistake it is to look for a law of interest 
in the mere nature of capital or in the greater or less 
efficiency of productive instruments. The mainsprings 
that govern the rate of interest must be sought primarily 
in the play of those motives and circumstances that deter- 
mine men to save or to spend. Interest is, in the long 
run, whatever rate is required in order to make men save 
for the sake of interest. The actual rate in any given 
industrial situation is the outcome of the agreements be- 
tween employers and laborers as to the scale of wages; 
and these agreements rest on the flow of savings available 
for carrying them out. It follows that no formula or law 
of interest can be valid which fails to take account of 
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wages. If interest be the difference, or a part of the 
difference, between the ultimate yield of labor and the 
wages paid for the labor, then, obviously, both terms must 
come into our reckoning. The very etymology of the 
word interest ought to remind us of this fact. Even 
those who insist on regarding capital as a third agency of 
production, on the same level with land and labor, must 
perceive that they cannot work out a law of the “ earnings 
of capital” without reference to the cost at which the 
owners have acquired it. Under a system of hired labor, 
the cost of acquisition of capital is, at bottom, the wages 
paid to the laborers for producing it ; and, if the wages be 
not given, the most complete knowledge of the “ produc- 
tive power of the capital” would not enable us to predi- 
cate anything as to the rate of interest accruing to the 
owners. In fact, without the cost as a basis of computa- 
tion, the phrase rate of interest would be meaningless. 
Economic interest is so directly connected with the 
advance of wages, is so clearly a compensation for the 
payment of wages in advance of product, that the law of 
interest is simply a corollary of the doctrine that wages 
are drawn from and depend on savings. It is therefore 
matter of some surprise to find writers who reject any 
and every form of wages-fund, greatly concerning them- 
selves to discover a law of interest. The economic as 
well as the moral basis of interest is the fact that it comes 
as the reward of bearing one of the burdens of production. 
If we ignore the element of time in production, and deny 
the need of savings for the payment of wages, we are 
bound in reason to deny also the validity of all claims on 
the product of industry except those based on labor. For, 
since capital is itself produced by labor, the alleged 
“services of capital” resolve themselves, at bottom, into 
services of labor, unless there be some element in the case 
which the view here in question fails to consider. Ob- 
viously, it is only by taking account of the waiting ele- 
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ment in the cost of producing commodities, and the conse- 
quent need of savings for the payment of wages to those 
who are ready to labor, but not to wait, that we have any 
tenable ground on which to base a law of interest. In a 


word, the law of interest must stand or fall, in economic - 


theory, with the essential principle of the wages-fund.* 
The main object to be gained by excluding savings from 
the economic definition of capital is clearness. Not, how- 
ever, clearness merely for its own sake, but because in 
so intricate a subject correct interpretation of the facts 
is not possible without clearness. If space permitted, it 
would be easy to cite examples of the confusion caused. by 
the existing practice. Take the one point of the effect of 
changes in the rate of interest on the volume of capital. 
We are commonly told that a fall in the market rate 
of interest on loans favors increase of capital, which is 
quite true of capital in the sense of machinery, but is false 
if applied to savings. The converse proposition, that a rise 
of the rate of interest favors increase of capital, is true of 
savings, but is false if applied to capital in the strict sense. 
It would be easy enough to name books, recent and excel- 
lent books by distinguished economists, in which we are 
told on one page that a rise of interest tends to increase 


* Perhaps I ought to explain that I do not regard the advance of wages as 
the origin of economic interest. It is simply the only way by which one may 
gain a right to economic interest in respect of other men’s labor. It is possible 
to imagine a society in which each laborer should wait the full period for the 
enjoyable yield of his own labor, in which case economic interest would accrue 
in conjunction with the rewards of ordinary labor, as it now accrues in conjune- 
tion with the rewards of managerial labor. Occupations and modes of pro- 
duction requiring long waiting for enjoyable results would have to present 
extra inducements in order to attract men into them, and so on and so on. 
This extra compensation would undoubtedly be economic interest. Obviously, 
we have that form of it, to some extent, in actual life in the case of the extra 
earnings of skilled labor. But skilled laborers who accept wages are not get- 
ting the full and true economic interest answering to their outlay, for they do 
not wait the full period forthe natural return. Finally, all laborers, even those 
who insist on the weekly or monthly pay-day, may be regarded as receiving 
some slight share of economic interest, so far as they really submit to some 
part of the burden of waiting. 
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of capital, and on another page that a fall of interest has 
the same effect. How can we hope to make progress with 
the problems of capital and interest while leading econo- 
mists are content to invite confusion in this way? The 
simple truth, of course, is that in itself a rise of market 
interest acts in precisely opposite ways on savings and 
machinery, tending to promote increase of saving and 
to check increase of machinery. I say “in itself,” because 
a rise or a fall in the rate of interest is never the primary 
cause of anything, being itself only the outcome of some 
more fundamental change in the industrial situation. In 
order to say much as to results, we should have to know, 
in each case, what this more fundamental change is. A 
rise in commercial interest may occur simultaneously with 
large extensions of machinery,— both changes being due 
to a common cause,—namely, the opportunity to gain 
high economic interest in enterprises in which new ma- 
chinery comes into play. In other words, the favorite and 
so often necessary formula “other things equal,” is never 
in place in discussing a change in the rate of interest; for, 
if other things remained unchanged, interest would be un- 
changed, too. And I may add, parenthetically, that what 
is true of interest in this respect is equally true of wages. 
One may easily lapse into absurdity by reasoning about 
changes in wages and interest as if they were primary 
causes, and not, as they really are, manifestations and re- 
sults of such causes. 

Again, it is usually taken for granted that increase 
of savings results in equal increase of working capital. 
There are, of course, relations between these two sets of 
things; but anybody who reflects at all on the nature and 
function of each must see that the ordinary assumption 
cannot be maintained. The sole use of savings is to pay 
wages; and increase of savings, due simply to greater in- 
tensity of the saving spirit, has, for its immediate and only 
direct effect, increase of wages. What changes the rise of 
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wages and consequent decline of interest may entail in 
the modes of production, how far it may be for the advan- 
tage of employers to use machinery now in ways that were 
not advantageous before, are extremely interesting and im- 
portant questions. By reason of the wooden assumption 
usually followed hitherto, our writers have mostly passed 
these questions ,by with closed eyes. Now that attention 
has been called to them by Boehm-Bawerk, we may hope 
for more intelligent handling of the subject. The first 
step towards a better treatment is, in my opinion, to elimi- 
nate savings from our conception of economic capital. 


S. M. MAcvANE. 
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THE EVOLUTION OF WAGE STATISTICS. 


THE difficulty of presenting wage statistics in such a 
manner as to bring out the most valuable features in- 
volved is as great as, if not greater than, that attending 
the collection of the original information from which 
tables can be drawn; and the only improvement, or 
rather development, in the tabular presentation of wages 
has occurred within the past twenty years. An examina- 
tion of hundreds of volumes of British, Continental, and 
American statistical works discloses the fact that until 
recently the simplest form of expression has prevailed, 
when wages have been referred to. In the last generation 
the difficulty was stated by Mr. G. R. Porter, in his re- 
mark, “ No one, unless he shall have made the attempt to - 
obtain information as to the rate of wages, can be aware 
of the difficulties opposed to his success”; and David 
Chadwick, of Salford, England, a most conscientious sta- 
tisticiau, who quoted Mr. Porter in 1860, when treating 
of the rate of wages in Manchester and Salford, expressed 
still more emphatically the difficulty attending the collec- 
tion of the data relating to wages. According to Mr. 
Chadwick, exact statistical returns relating to the rate of 
wages had been comparatively neglected; and he asserted 
that all writers on the subject had acknowledged the 
great difficulties which had beset their investigations and 
inquiries, and stated that these difficulties had been in- 
creased by the determination to record the number of 
hours of labor along with the average amount of wages in 
each trade. Continental statisticians have always found 
the same difficulty, of course; and American investigators 
have not been free from the obstacles encountered by 
their contemporaries. 
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The simple statement of the rate of wages paid in a 
certain trade at a certain time is as far as writers dared to 
go. This expression prevails all through Thorold Rogers’s 
great work, Siz Centuries of Work and Wages; and yet 
Professor Rogers felt reasonably sure that his statements 
as to the rate of wages were correct, and that his conclu- 
sions, based upen such simple averages as he uses contin- 
ually, were fairly correct. He could get no farther than 
to state, for illustration, that a head-mason got 4s. per 
week for nine months in the year, and the others 3s. 4d. 
for ten months, while for two months the under-masons 
got 2s.10d. This in 1449-50, at Oxford. Mr. Chadwick, 
in 1860,* stated wages and hours of labor weekly; as, for 
instance, in a table relating to silk and other manufactur- 
ing trades, he says, “ Mill men and throwsters receive 17s. 
per week; overlookers, 22s.; spinners (young men and 
boys), 10s.; winders (women), 7s.; cleaners (women and 
girls), 6s.; with the hours of labor at 60 per week.” But 
he gives no hint as to the number of men and women or 
girls and boys employed in the separate subdivisions of 
labor. He does not even give an average in the table 
referred to. And an examination of the exceedingly val- 
uable report of Dr. Giffen, made in 1887 and entitled 
Returns of Wages Published between 1830 and 1886, shows 
that he found in official reports no more elaborate state- 
ments than that just quoted from Mr. Chadwick, except 
in some cases Dr. Giffen gives the range of wages,—as, for 
instance, brickmakers are quoted in a table as receiving 
from 21s. to 26s. per week; but in the whole 487 pages 
of the very valuable report referred to there is no attempt 
at showing the number of persons receiving a particular 
wage, nor has any English statistician, so far as I am 
aware, presented any classification of wages. It should 
be remembered that the attempt at the collection of in- 
dustrial statistics by any systematic method has only re- 


* Journal of Royal Statistical Society, March, 1860. 
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ceived attention in Great Britain in very recent years. 
In fact, England has no industrial census; and its Corre- 
spondent of Labor, attached to the Board of Trade, and 
whose office corresponds in some respects to our American 
bureaus of labor, has not yet had the means given him to 
make.any well-defined investigations into industrial mat- 
ters. On the continent of Europe the same lack is ob- 
servable. The best work which has been done there so 
far, in relation to wage statistics, is found in the efforts of 
Dr. Luigi Bodio, of Italy, in the Annali di Statistica for 
1888, and is shown in the following table: — 


Founpry For Casting Iron anp OTHER METALS, UNDER TITLE OF 
JosepH Poccarpt & Co., Turin, ITaty. 
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Hours of labor daily, generally 10}. 

Number of days actually worked during the year, about 305, 

Manner of payment,—accountants and foremen, monthly; the others, weekly,— 
all invariably in cash. 

All the employees work by the day with the exception of the moulders, one-third 
of whom work by the piece, thus making about 50 per cent. more wages. 
The piece-workers belong to the class whose earnings are set down in the 

tables as medium and minimum. 
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On holidays work generally closes at noon. To make up for this, abouta third of 
the employees work an extra hour or add an hour’s work to the ordinary 
work-day. The extra wages earned by them in this overtime is estimated to 
amount to about 20,000 francs a year, correspouding to an average of 61 
francs per man. 

(a) ae _ these salaries are paid monthly to the accountants and the 

Dr. Ign. Griiber, writing in the Statistische Monatschrift 

(Austria), vol. 15, 1889, page 339, on “The Method of 

Taking Statistics of Wages,” in referring to the foregoing 

table and those accompanying it, which are of the same 

form, states that “in the fine-drawn methods of the mod- 
ern Italian statistical school the statisticians are endeay- 
oring to arrive at facts by singling out individual estab- 
lishments,” and then, referring to a well-known firm who 
had afforded an opportunity to study their composition 
of force and the rates of wages paid, says that “this com- 
pany possesses an important machine-manufacturing estab- 
lishment, with foundries for iron and metals,” and that 
they gave the statisticians their weekly pay-rolls covering 
an entire year, embracing from September 5, 1886, to 

September 3, 1887. ‘ With these opportunities,” says Dr. 

Griiber, “the statistical office was able to see and recog- 

nize the necessity of having access to the wage-lists dur- 

ing the entire year, because it thus became apparent that 
the number of people employed, as well as their wages, 
was very variable, according to the seasons of the year; 
but, what is still more important, it became apparent that 
a corresponding individualization of the earnings took 
place within this category. This means that a differentia- 
tion of the earnings of individuals in one and the same cate- 
gory of employees, or work people belonging to the same 
class, occurred in the proportion of 100 to 33.” The writer 
quoted then refers to a supplemental work under the Ital- 
ian office, by which one hundred establishments were in- 
vestigated in the same way that the one referred to had 
been studied; and he uses the following significant lan- 
guage: “ The material thus gathered is now published and 
lies before us. It is rich in information; but its force is 
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especially seen in its intrinsic merit, since it is critically 
tested and proved. No other statistics to our knowledge 
offer anything better.” 

A writer, in an article on statistics of wages published 
by the Dutch Statistical Institute * in its contributions 
for 1886, deals with wage statistics in several forms, but 
mostly in the simple old way that characterizes all such 
statistics prior to the last ten or fifteen years. In the arti- 
cle, however, there is a table showing the wages paid in 
various employments for a series of years, which the writer 
has ascertained through his researches. A sample of his 
presentations is shown in the statement relative to machin- 
ists, as follows: — 


MACHINISTS. 














Number receiving weekly 
Total number |Average weekly wes a 
Years. wages, 

of employees. | Fiorins. — Weekly. 

- Florins. 
Be 6 6 « « 3 12.66 2 12.00 
me « * «<< 101 13.00 40 14.00 
215 11.68 7 10.00 
Se ew 8 131 12,22 60 12.00 
ee « & «4 43 11.70 15 10.00 














By this little statement it is evident that the writer re- 
ferred to was struggling with the effort to showin some 
better way than had been done before, not only wage sta- 
tistics, but the concentration of numbers on different rates. 
The table is to be read in this way: For 1874 the 101 
machinists considered by the writer received an average 
weekly wage of 13 florins. 40 of the number, however, 
received 14 florins per week. This shows where the gen- 
eral concentration would be found, 40 per cent. out of the 
whole number given for the year 1874 receiving 14 florins 
weekly. 

In a recent work, Lohnverhdltnisse in Berlin, one of 
the most voluminous publications on wages outside the 


*Bijdragen van het Statistisch Instituut, No. 2, 1886. 
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English language, there appear some interesting wage 
statistics. The Berlin Bureau made inquiries of manufact- 
urers and of workingmen’s associations or corporations 
as to the highest, lowest, and average wage paid in vari- 
ous occupations, and the results are stated in the publica- 
tion named; but it is evident that the wages given were 
not calculated by the bureau, and that the presentation 
is given separately for each reply. No division is made 
between replies as coming from manufacturers and those 
from workingmen’s corporations. The chief value of the 
tables for the present purpose is to show the effort of the 
German statisticians to secure wages that shall give some- 
thing more than the mere rates. 

These experiments show the extent to which European 
statisticians have gone in the development of wage statis- 
tics. Whether they have been in advance or behind our 
American statistical work in this direction will be seen. 
They have paid closer attention to revenues, commerce, 
finance, vital statistics, population, and those lines of 
statistical inquiry which result from the recording of con- 
tinuous events rather than purely industrial studies ; and 
they have treated matters connected with wages more 
upon the basis of observation or estimates than upon 
actual and exact statistical inquiry, for one of the latest 
and most interesting writers, Dr. August Meitzen, pro- 
fessor at the University of Berlin, in his History, Theory, 
and Technique of Statistics,* when speaking of estimates, 
states that “consumption and production, wages and 
prices charged by mechanics, small traders, carriers, etc., 
are susceptible only of estimate.” 

While the American statistician has had everything to 
learn, so far as the science of statistics is concerned, from 
the distinguished men who have prosecuted their studies 
in Europe, and who have taught the science in European 
universities, and cannot hope to surpass them in the fine 


* Translated by Dr. Roland P. Falkner. 
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development of the science, he has been unable to learn 
anything from them relative to industrial statistics. 

In America organized statistical inquiry, and, in fact, 
organized statistical work under government control, so 
far as original inquiry is concerned, belongs, with the ex- 
ception of the federal census, entirely to the present gen- 
eration of men. With the establishment of bureaus 
charged with the collection of information relating to the 
industries of the people, wage statistics, as a natural con- 
sequence, began to receive special attention, and the pur- 
pose of the present inquiry is to determine the lines along 
which wage statistics have developed, the reasons there- 
for, and the value of the changes which have occurred ; 
and, in following this study, I might be excused, perhaps, if 
I based all that I have to say on the experience of the 
two statistical offices with which I have been connected, 
—the Massachusetts Bureau of Statistics of Labor and the 
United States Department of Labor. For this experi- 
ence covers the whole range of methods of presenting 
wage statistics, the Massachusetts Bureau of Statistics 
having been the first office of its kind in this country or 
in the world. When that office was instituted, there were 
no models in industrial statistics in any direction. My 
distinguished predecessor in Massachusetts, General Henry 
K. Oliver, in his First Report, recognized the difficulties 
of the new field on which he had entered ; and he used in 
that report the following significant language: “ Here we 
found ourselves in a field to us entirely new and unex- 
plored, the boundaries of which we could not then (nor 
can we now) perceive by any telescopic power at our 
command. Nor was there path or landmark, nor any prec- 
edent of former explorer here, at home, to guide us. We 
have had to tentaculate our way step by step, often in 
doubt, at times feeling that we might be wrong, and must 
return and take a new departure, sometimes bewildered by 
diversity of counsel, and sometimes anxious lest variety of 
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views among the friends of a true labor reform might dis- 
concert all effort after success.” General Oliver might 
have said that the field was unexplored everywhere, and 
that there were no landmarks nor any precedent of former 
explorer either abroad or at home. Statisticians had in- 
deed, from a professorial point of view, laid down a few 
principles asthe outgrowth of their studies ; but they had 
not been called upon to handle labor statistics. They had 
taught the difference between averages and arithmetical 
means, and some of the leading principles of statistical 
science ; but, in treating wages, as I have said, they had 
simply given rates without regard to numbers employed, 
or time, or the differences in rates. If Mr. Porter, Mr. 
Chadwick, and other British statisticians, as well as Dr. 
Bodio, Dr. Meitzen, and all the brilliant line of continen- 
tal statisticians, had found inherent difficulties, not only in 
the collection of wage statistics, but in their presentation, 
how much greater were the difficulties to be met in this 
country, with its varied industry! Fifty years ago in- 
dustry was carried on on a simpler basis than now. One 
hundred years ago, and back of that, a rate of wage quoted 
for an industry might be sufficient; but the difficulties 
which meet the modern investigator have been increased 
many-fold. 

Wage statistics have largely been presented on the 
basis of averages. Unfortunately for the scientific side of 
statistics, these averages have been too often the result 
found by taking the rate of pay per day, per week, or per 
month of men employed in specific occupations, and from 
such rates, and the estimated average number of men, de- 
ducing average yearly earnings or average weekly earn- 
ings. For certain economic purposes such an average is 
passably indicative of what might be earned and of the 
general wage-earning power in given industries. Of late 
years the demand has been that the employees should be 
classified, not only minutely as to occupations, but as to 
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rates of pay and time employed. An unavoidable diffi- 
culty accompanies all great calculations of wage statistics, 
such as are found in our State and federal censuses. 
Employers are called upon to return the number of per- 
sons employed. Until the Massachusetts census of 1885 
the census form of the question was very simple, and the 
vagueness of the information resulting from such an inquiry 
becomes apparent. So the attempt has been made to secure 
a more specific and exact statement as to the number of 
persons employed than would be the result of the ques- 
tion broadly asked, “ The number of persons employed ?” 
Recent attempts have been to seek specific exactness 
through the division of the question, employers being 
asked to state the greatest number employed at any one 
time, the least number, and the average number; and in 
some instances they have been asked to state the number 
employed on a certain date, and also at what time in the 
year the greatest number was employed, as well as the 
time of the employment of the least number. These sub- 
divisions, while showing the fluctuations of employment, 
do not help in ascertaining true average wages. A fairly 
accurate statement could be derived from census returns 
as to the aggregate wages paid in a State or an industry 
or in the whole country; and it has been the custom of 
census-takers, writers, and speakers to divide the aggre- 
gate amount of wages paid in a given instance by the 
average number of persons employed under the same cir- 
cumstances. While such a quotient has some value when 
brought into comparison with quotients derived at other 
times, the viciousness of such a process has only been 
shown in recent years, but so often and so clearly now 
that statisticians are endeavoring to obviate the difficul- 
ties and arrive at some approximately exact results. One 
sees without much study that by dividing the sum repre- 
senting the aggregate wages paid by the number of per- 
sons employed, the divisor is very sure to be a fluctuating 
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one, especially when the attempt is made to compare two 
periods of time; for in the one it may occur that the 
divisor represents the largest number of employees, while 
at another period it may represent the average number or 
least number of persons employed during the year. 

To overcome these obstacles in the way of securing an 
actual quetient or a true quotient, many writers have 
insisted that there should be a perfect classification as to 
individual employees, in order to show how many there 
are above certain given points or below such points.* 
The difficulties, however, increase as attempts are made 
to approach more nearly to the truth. These difficulties 
belong to the conditions of industry. Supposably, it is 
a very simple thing to find out the number of men, their 
daily rates of pay, etc., in a large works or factory. Prac- 
tically, if one desires to be scientifically accurate, this is 
almost impossible of accomplishment. Some of these dif- 
ficulties may be stated here. A workman not only may, 
but quite often does, work at more than one occupation 
within a given period. This is probably caused in a great 
measure by the absence of some through illness or other 
causes, when, of course, others fill the vacancies, or a 
readjustment of duties for the time being takes place in 
order that the establishment may continue its functions. 
It is not rare for a man to work at several occupations 
within a year. Although these are not distinctive trades, 
like the carpenter’s and the blacksmith’s, but are occupa- 
tions whose duties are quickly learned, yet in many in- 
stances they constitute the great bulk of labor. It may 
occur in the case of a single man that one of these occu- 
pations is manifestly his principal one; that is, the one 
for which he was hired. As to the others, he has prob- 
ably worked at them as he was called upon to supply the 
places of the absent. When his occupation is thus 
changed, his rate of pay ordinarily changes to that of the 


* See Fifth Annual Report United States Commissioner of Labor. 
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new occupation. Commonly, as the occupations will not 
differ much in the degree of skill required, the rate of 
pay will not vary greatly; but the subsidiary places will 
usually have a higher rather than a lower rate, and the 
workman may eventually advance permanently into one 
of the higher positions. Again, while remaining in the 
same occupation, he may be promoted to a higher rate of 
pay, as there may be several rates for the same occupa- 
tions, each advancing rate representing higher skill or 
larger industry and attention. 

Piece-workers or employees who are paid by the quan- 
tity are the cause of many difficulties in wage statistics. 
The pay-rolls of a works sometimes show only the amounts 
paid to the workmen, no record being made of the time 
or number of pieces the pay represents. Often, however, 
the number of pieces is also shown, and the rate per piece. 
If the books of the foreman, or time-keeper, are referred to, 
they may show the time, but not necessarily, in spite of 
his designation as time-keeper; for in a coal mine they 
will often only show the successive dates at which the 
time-keeper credited the workman with the tons of coal 
mined. ‘The miner may have worked all or only a part of 
the time between these dates, or all of a day or but part 
of aday. The output credited to him may be the result 
of his own labor simply, or it may have been contributed 
to by a half-grown son or a helper. The time-keeper 
knows nothing of this, and cares nothing about it. So, 
ordinarily, in any industry there will be much difficulty 
and even an impossibility in determining the time of 
piece-workers. Again, certain important employees work 
in gangs, crews, turns, shops, etc., different industries 
having different terms. The method of payment in such 
cases is as various as the terms used, and is not univer- 
sally alike in any one industry. As an instance, let us 
suppose that work goes on continually night and day for 
five and a half days each week. Two crews, each work- 
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ing a turn of twelve hours, will be necessary, known re- 
spectively as the day crew and the night crew. For an 
iron works the composition of each will be about as fol- 
lows: one roller, one heater, two roughers, two scrapers, 
one poke-in, two straighteners. These crews alternate in 
day and night work each week, each crew doing day work 
one week and night work the next. A record is kept 
of the number of pounds of iron rolled by each crew. 
Let us suppose that wages are paid once in two weeks. 
These wages are paid to one of the rollers, who is known as 
the chief roller; and the pay-rolls of the company show no 
recognition of the other persons in the crews. The amount 
paid this chief roller will be a certain sum per ton for the 
whole amount of finished product. He now proceeds to 
divide this amount among the men. It is to be presumed 
that the amount of product of one crew will be somewhat 
larger than that of the other. So each is considered 
separately. Of the amount due to his own crew, he pays 
one-fourth to the heater and one-eighth to each of the 
roughers. He pays the scrapers, straighteners, and poke-in 
a fixed sum per day, each class being at a different rate. 
The other crew is paid off in a similar way, what the 
heater and rougher gets being based on the product of 
the crew. He pays the other roller usually a fixed sum 
per day. After making all these payments, what is left 
belongs to himself. It may be presumed that the chief 
roller does not concern himself with keeping a permanent 
record of these transactions ; and, as the only record the 
mill has is of the tons of product of each payment period 
and the amount paid the chief roller, and as the composi- 
tion of the crews is changing from time to time, and the 
number of turns of work in a month varying at different 
seasons, the difficulty of ascertaining the number of days 
of work done and the earnings of each person in a year is 
great. Of course, in the case of piece-workers, when the 
time is obtainable, there will be, in a computation for a 
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day, as many rates as there are individuals, which is an 
embarrassment in the way of exactness. 

There are also employees who work by the hour at one 
occupation conjoined with piece-work at another, or a cer- 
tain class of labor which is performed by the hired work- 
men of one establishment, in another is let out to a con- 
tractor who hires his own help; and the establishment has 
no record of anything but the amount paid this contractor. 
It is apparent, then, that, after the tedious labor of copying 
a pay-roll has been performed in order to secure a perfect 
classified statement, it may be found that the material is 
quite incomplete.* 

All these difficulties, and many more, beset the collec- 
tor of information relating to wages, and it is not surpris- 
ing that all who have had anything to do with such in- 
vestigations have made mistakes, have been ready to 
adopt the simplest form of expression, and have fondly 
clung to the use of averages; and yet, with all these diffi- | 
culties, I believe that the development of wage statistics, 
or ‘the improvement in their presentation, has not only 
been very great, but satisfactory, and is approaching a 
systematic and generally adopted method in this country. 
One of the most essential primary objects of statistics is 
to secure a simple, concrete statement of a mass of facts 
the essence of which could not be expressed except 
through long and tedious descriptive language. So the 
efforts made at times to secure exact mathematical 
accuracy in statistical presentation defeats the primary 
object, and compels the student to undertake laborious 
calculations or study to enable him to comprehend the 
truth. This scientific difficulty has met the statistician, 
and supplemented the inherent difficulties in the collec- 
tion of his facts on wages. So, with a few exceptions, all 
the American works have been confined to the old simple 
statements of the European documents; but they have, 


*See Sixth Annual Report United States Commissioner of Labor. 
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as I have said, taken more affectionately to averaging than 


-have their European contemporaries. I am glad to recog- 


nize that they are now stepping out of such methods and 
into a field which bids fair to bring great success in wage 
presentations. 

The first step was made in 1872, by General Oliver, in 
his Third Annual Report from the Massachusetts Bureau. 
In that report, page 93, he gives a table of the wages of 
women in some of the jewelry establishments at Attleboro. 
The table is as follows : — 





























JEWELRY. 
Number of women earning per week 
Occupation. 
Under $4.50. | $4.50 to $7.00. | $7.00 to $9.00. | $9.00 to $13.00. 
Cloc' oe 29 24 32 
Gold - = - —_ — 24 4 
Gold leaf, oe 8 42 = = 
Gilding and 
stamping,. . 36 — 29 — 
Jet-work, ... 38 26 35 _ 
Silver plating, ° 20 30 85 54 
ee, « e 6 _— 18 47 - 
mbles, . 15 43 15 _ 
Watches, - 14 145 90 
Totals, ... 146 197 412 148 
Total number employed, P ° ° ° 
Average wages per week, . R e ° ° ° $7.43 
Average hours of labor, . ° ° 10 
Average number of weeks of busy season, ‘ . 45 
Average price of board, . is) $4.50 
General average earnings per year, . ° ° $334.35 


Singularly enough, General Oliver did not use this 
form of table in his subsequent report, nor had he used it 
in any previous report, although in his Second Annual 
Report, that for 1871, in giving the wages of saleswomen 
in 293 establishments, he had indicated the principle in- 
volved in the table just given, the table of 1871 being as 
follows : — 
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WaceEs or SALESWOMEN. 














| 
Number Wages Number Wages 
employed. per week. employed. per week. 
58 $12.00 440 $7.00 
90 10.00 304 6.00 
36 9.00 116 5.00 
242 8.00 256 4.50 
Number of establishments visited, i ° ° 293 
employees, ‘i ‘ ; ‘ ° 1,642 
Hours of labor, about, . . . ° ° - 10toll 


In the same report, that for 1871, occur several other 
tables on the same principle, although somewhat more ex- 
tensive. In the first table given above the true principle 
of showing wages in a classified form, with the number of 
persons receiving wages at a given grade, is clearly shown. 
It did not attract much attention, because there were no 
working statisticians to be attracted; and so the principle 
did not get fixed to any extent, even in the bureau where 
it was first used. In 1875 the same general features of a 
wage presentation were incorporated in a report relating 
to Income and Relative Surplus of Workingmen, but 
this applied to families and not to individuals. It will 
be found in the Sixth Annual Report of the Massachu- 
setts Bureau, page 380, and is as follows: — 


GRaADATIONS OF INCOME AND RELATIVE SURPLUS. 

















| 
| c= 
Gradations, [Number of | Their earnings. | Their expenses. | pn ty A 
$300 to $400 3 $1,078.00 $1,177.30 $33.10 
400 «* 500 7 3,230.00 3,289.00 8.43 
500 « 600 48 26,617.79 26/863.93 5.18 
600 “ 700 92 60,066.50 59,159.58 9.86 
700 “ 800 110 82,905.50 80,677.62 20.25 
800 “ 900 71 60,375.70 58,069.49 32.48 
900 “ 1,000 38 36,083.00 33,887.67 57.77 
1,000 « 1/100 16 16,625.00 15,832.77 49.51 
1,100 “ 1/200 4 4,758.00 4,334.80 105.80 
1,200 “ 1/300 4 4,971.00 4,453.61 129.35 
1/300 ** 1:400 2 2733.00 2,389.00 172.00 
1,500 “ 1/600 1 1,537.00 1,308 25 228.75 
Above 1/800 1 1,820.00 1,544.20 75. 
Totals, 397 $302,800.49 $292,987.22 $24.72 
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By the foregoing table one can see at a glance where 
the weight of numbers by the gradation of pay is heaviest. 
This table was the last appearance of the classified wage 
principle until the Fifteenth Annual Report of the Massa- 
chusetts Bureau,— that for 1884,— in which the principle 
was carried out to a considerable extent in the part relat- 
ing to the working-girls of Boston. A step in advance 
however, was made in the last-named report; for the 
present actual weekly earnings were given on a classified 
basis, the classification extending from $1 per week to $35, 
$1 representing the difference in the gradations. The fol- 
lowing is the table used in 1884, as described : — 


Present AcTUAL WEEKLY EARNINGS. 














Classification. —— Trade. |Manufactures.| Aggregates. 

Under $1.00, . 1 - - 1 
$1.00 to 2.00, . . 1 _ 8 9 
2.00 “* 3.00, 2 13 24 39 
3.00 “* 4.00, 6 18 57 81 
4.00 “ 5.00, 19 16 123 158 
5.00 “* 6.00, 15 11 164 190 
6.00 ** 7.00, 15 19 137 171 
7.00 ** 8.00, 6 22 103 131 
8.00“ 9 7 il 69 87 
9.00 “ 10.00, - 3 51 54 
10.00 “* 11.00, 5 7 38 50 
11.00 ** 12.00, 2 1 14 17 
12.00 “* 13.00, 2 1 15 18 
13.00 “ 14.00, - - 5 5 
15.00 “* 16.00, 1 1 6 8 
16.00 “ 17 00, - _ 3 3 
18.00 “* 19.00, 1 - 5 6 
20.87, - - 1 1 

22.94, _ _ 1 1 

31.90, - _ 1 1 

35.00, - - 1 1 

Totals, 83 123 826 | 1,082 

' 














This table brings out all the benefits of a classified 
statement, and shows exactly where the weight of num- 
bers is to be found relative to earnings per week,— as, for 
instance, out of the 1,082 women involved in the table, 
190, or the largest number at any one grade, received 
from $5 to $6 per week; but the greatest each side of this 
number can be easily added together, which would show 
that the great mass received from $4 to $8 per week. 
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Since 1884 the form of presentation exhibited in the 
foregoing table has been constantly in use in the Massa- 
chusetts office; and the schedules for the State Census of 
1885, so far as the wages of manufacturing establishments 
were concerned, called for wages on the classified basis, 
the questions on the schedule being as follows: — 


WAGES PAID IN GENERAL. 








Total amount paid in wages in this establish- To persons, 
ment during the month ending June 30, 1885. 








110. 
Total amount paid in wages in ~~ - ae To persons, | $ 
ment during the year ending June 30, 1 } 





























111. 112. | 28. | 112. 
No. receiving | No. receiving 
Specified wages paid such wage. ——_ wages iy such wage, 
for the last week in or the last wee 
June, 1885, in this |}—_,—__ || June, 1885, in this 
establishment. Males. | Females. establishment. | Males. | Females. 
| 
Under $5 | Over $9, under $10 | | 
Over $5, under $6 || Over $10, under $12 | | 
| 
Over $6, under $7 || Over $12, under $15 | | 
Over $7, under $8 || Over $15, under $20 | | 
Over $8, under $9 | | Over $20 | 
| 





In addition to the foregoing inquiries relating to wages 
paid in general, this schedule of the Census of 1885 had 
various queries showing the relation of wages to cost of 
production and to wages paid in detail,—as, for instance, 
in all classes of subdivided occupations, whether paid by 
the day or piece, with distinctions as to sex, number, age ; 
basis of pay, whether by the hour, day, or week, and the 
amount paid. These inquiries were intended to develop 
all the necessary and scientific features of wage statistics, 
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and the results have proved the value of the inquiries. 
Under the classification of wages derived from the ques- 
tions printed above, a report by industries reveals at once 
the exact wage condition of the employees in each in- 
dustry comprehended. This is shown by one illustration, 
which is syfficient for the present purpose; and that re- 
lates to cotten goods : — 


Corton Goons. 





Number a= geetene 
receiving Percentages. 


























Classification specified wage. Both Per- 
of weekly wage. sexes. |centages. 

Males. | Females. | Males. | Females. 

| | 
Under $5,.... 6,298 13,004 28.61 49.70 || 19,302 40.06 
$5, but under $6, 3,186 6,264 | 14.47 23.94 9,450 19.61 
6, “ ad 7, 2,956 4,177 | 13.43 15.97 | 7,133 14.81 
_ = pes 8, 2,905 1,979 13.20 7.56 4,884 10.14 
8, “ - 9, 1,945 488 8.83 1.86 | 2,433 5.05 
9 “ “ 10, 1,741 148 7.91 0.57 1,889 3.92 
10, “ « 12, 1,363 52 6.19 0.20 1,415 2.94 
12, “ nd 15, 769 13 3.49 0.05 782 1.62 
15, “ “ 20, 577 23 2.62 0.09 600 1.25 
20andover, .. 275 15 1.25 0.06 | 290 0.60 
Totals, . . . | 22,015 26,163 | 100.00 100.00 | 48,178 | 100.00 

| 











| 
| 
| 
| 


By this table the concentration of labor at any point 
is readily ascertained. Out of the 22,015 males covered 
by it, it is seen at once that 6,298 received less than $5 
per week; and that, out of 26,163 females, nearly one-half, 
or 13,004, being 49.70 per cent. of the whole number of 
females, were paid less than $5 per week. But by this 
method all the industries of a State can be grouped and 
graded as to wages; and the following short table shows 
the grouping of certain establishments in Massachusetts 
under the Census of 1875, which covered 248,200 em- 
ployees : — 




















THE EVOLUTION OF WAGE STATISTICS 169 


Att InpusTRIEs. 





| 
|Number of persons | 
| receiving || Percentages. 
Classification specified wage. || 
of weekly wage. 


| Both Per- 
|| I Sexes. |centages. 

1] 

| 





l 
| Males. | remates.|| Males, | Females. 











Under $5,. .  . | 15,713 | 25,401 goo | 3459 | 41u14 | 16.57 
$5, but under $6, . 8,482 | 14,719 | 4.85 | 20.04 23,201 9.35 
6 6 Te. | (1nga9 | 13,445 6.77 | 1831 | 25,74 | 10.18 

7 * «© g. | jaees | 7,920 8.39 | 10.7 22, 9.10 

a8 « 9. | W6 | 4a 7.22 6.01 || 17,023 6.86 

9“ « 0. | 19,596 | 3,122 1.21 | 4.25 || 22718 9.15 

10, “ 12). | 23,981 | 21356 1371 | 321 || 26,317 | 10.60 
12, « 15. | gaea7 | 1,307 19.37 1.78 || 35.154 | 14.16 
15, * 20,. | 27,076 485 || 1549 | 0.66 || 27,561 11:11 
20andover, . . | 6,987 | 268 4.00 | 0.36 7,255 2.92 
Totats,. . . | 174,766 | 73,434 | 100,00 | 100.00 || 248,200 | 100.00 

| 





By this table it is learned that, of the whole number 
involved, 16.57 per cent. of both sexes received under 
$5 per week, the distribution, however, throughout the 
whole range of the grading being fairly equal. If we turn 
to the columns of males and females, however, we find that 
the distribution reverses ; for instance, 8.99 per cent. of the 
whole number of males received under $5 per week, the 
concentration being from $9 per week upward, while in 
the column for females we find that the larger number re- 
ceived under $5 per week, being 34.59 per cent., and the 
concentration practically ceases at $8 per week. 

This method of presentation is thus seen to be exceed- 
ingly valuable, and supplements in a scientific way the 
ordinary statement of wages by averages. The form of in- 
quiry referred to as having been adopted in the schedules 
of the Census of Massachusetts for 1885 is now embodied 
in the schedule for the annual statistics of manufactures 
for that State. 

Contemporaneously with the work of the Massachusetts 
Bureau in 1885, the Bureau of Labor Statistics for the 
State of Michigan, in its Second Annual Report, pub- 
lished February 1, 1885, under the direction of John W. 
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McGrath, at that time Commissioner of Labor, presented 
some tables involving clearly the principle of classification. 
A fair sample of this table, found on page 220 of the re- 
port named, is given : — 























a No. of 
Gross | | Amount | Gross | Av’age 
Daily rates. petsons No. re-| received | amount | daily 
ceiving|°eiving| daily. |received.| wages. 
From $0.25 to $1. ~ both inclusive, — | 6,939 | ~ >| $12,812.30 $1.77+- 
3.15 ‘ 144 $554.70 3.82+ 
es 2.50 “« 5 00: sed on 713 _ 1,900 70) _ 2.66+- 
« 210“ 235, “ ' OH - 773.90) - 2.24+- 
“ 1.00 * 2.00, 4 5,572 = 8,967.10) a 1,.60+- 
sa 0.25 “ 0.90, “ « 166; — | 115.90 = 69-- 
caeml taered meme 
Totals,. . ... +... «+ | 6,939) _ $12,312.20) - - 
! | } 








Mr. A. Blue, Secretary of the Bureau of Industries for 
the Province of Ontario, Canada, in his Seventh Annual 


Report, that for 1888, uses very effectively the form of 


table just described, and shows how the classification is 
adaptable to a number of places at the same time that he 
shows the number employed in the various places at the 
different grades of wages. The table is as follows: — 





$6.00) $6.00 $7.50, $9.00 $10.60] $12.00 13.80 — 
an to to to lt $15.00 otal. 
—s $7.50 | | $9.00 | ‘$105 $12 00|$15.50 $15.0 =" 


Schedule. 


With dependants: | | | 
No. o. of workers, . . | 82} 975] 496) 411) 373, 70) «124! ~—_—96)-1,857 














nip dice Dey . . | $5.85) 7.27; 8.71) 10.11) 11.66 13.01, 14.75 18.02, 10.32 
Days on emplo oyed, . | 266) 273, 274) 271) 269, 275] 261 217| 268 
Without depen ants: } | | 
No. of workers, . . 183) 133) 178) 90 71| 13) 14 15) 697 
Average wages, . . | $5.02, 7.23, 8.68 10.10) 1165| 12.82) 14.82) 17.67) 8.32 
Days employed, - © 289; 275, 272; 272) 269) 236; 223 188, 273 
Totalmalesoverié: © =| | aes, 
No, of workers, . . | 265 408, 604 501 444 &3| 138 111) 2,554 
Average wages,. . | $5.28) 7.26 8.70 10.11) 11.66) 12.98) 14.76; 1797 9.77 
Days employed,. . 282) #274 #273 271 269 = 257 = 269 





In his report for 1889 Mr. Blue carries his classifica- 
tion still further, and compresses into a very short table a 
variety of facts. These facts he works out from the sta- 
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tistics of employees who made returns of wages earned, 
time employed, and cost of living for the whole year; but 
he can only put into one table the number in each range, 
the weekly wages paid, a specific number of grades, the 
days employed in each grade, the yearly wages, and the 


average daily rate and extra earnings. 


The table is so 


valuable as an example of what can be done when study 
is put into wage statistics that it is given herewith: — 


























$5 | $5 | $6 | $7 

Schedule. and | to | to | to 
jund’r| $6. | $7. | $8. 
No. in range, . . 386}; 308) 240) 637 
Weekly wages, . ./| $3.86) 5.95) 6.84) 7.65 
Daysemployed,. .| 275} 276| 278| 272 
Yearly wages, . | $176) 274) 312) 344 
Average daily rate, | $0.65) .99) 1.12) 1.26 
Extra earnings, . .| $5.87 nr 20.93 








1.47) 1.60 
16.64| 16.88 





$10 
to 


. | $11. 


352 
10.62 
272 
470 
1.73 
14.51 





$11 | $12 
to | to 
$12. — 
301| 56 
11.93) 12.60 
264| 272 
516) 559 
1.95) 2.06 
12.49) 13.52 














og q Over 
$14. | $15, | $15. 
63) 109) 123 
13.57| 14.96) 17.88 
261| 249] 236 
583| 604) 685 
2.23} 2.42) 2.90 
10.94; 8.70 _ 


Total 





Following this table, Mr. Blue shows a classification by 
ranges in still greater detail, under the general heads of ° 
workers with dependants and workers without depend- 
ants; but the table is too long for insertion. 
ticians will find themselves well repaid by studying this 
table, which is to be found on page 39 of Mr. Blue’s re- 


port for 1889. 


Our statis- 


Mr. Samuel M. Hotchkiss, the Commissioner of Labor 
for Connecticut, who puts his practical ingenuity into his 
reports, has adopted fully the classified wage presentation. 
He has, however, shown another variation which can be 
introduced, and in a very brief form; for he introduces a 
classification by ages, which might be extended to almost 
One table from his valuable report for 1888 


any degree. 


will suffice to show the method adopted by him. 


This 


relates to certain establishments in the woollen industry 
in the State of Connecticut, and brings out not only the 


gradations of earnings by males and females under and 
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over eighteen years of age, but for two years, 1860 and 
1887 : — 


Waces Last WEEK IN JUNE, 1860 AND 1887. 


























Woollen. 
Males. | Females. 
Rate per week. | Under 18. | Over 18, | Under 18. | Over 18. | Total | Total 
l l 1860, | 1887. 
1860. | 1887. | 1860. eer | 00, | 887. | 1800, | 887 

| | | | | 
Under $5, . 2 {101 | 29 | 25 | 15 | 81 | 15 | 66 | 61 | 273 
$5 and under 6, . — | 39 10 42 — | 9 | 3 | 114 13 | 285 
6ee« #« 7./—] @ |] Bilis | —| — 4 |127 | 27 | 272 

pan 23 ee 7/109 | — 1 | 1 | 123 8 
$*«gq.]— 1 s|’w|— 1 1 | 61 9 | 137 
9“ “1./—-/;/—]n Si-i-izls 11 | 199 
oe “ma. /—|] = 1/139 |;—/;/—/|— | 4 1 | 184 
| en a 5} ae} —]}]—]}] — 2 5 | 96 
se Sa. 1 = | = 1/4 )>/-—-/-—-/;—-{- 1 | 4 
20 andover, .. bal Belt hes 19 | — —/—-/- — | 2 
Totals, 1860, a ne Fe be El | Ob | wm 1 
Totals, 1887, | — | 163 | — | 957 | — |i | — | oe | — |1,78 
| | } 

















Colonel John S. Lord, of the Bureau of Labor Statistics 
of Illinois, in his Sixth Biennial Report, that for 1890, has 
adopted the classified basis, and finds that he is able to 
present facts relating to wages that could not be presented 
by any other form; and the Michigan Bureau, in its 
Eighth Annual Report, that for 1891, summarizes the num- 
ber of employees in the industries covered by the report 
on the classified basis. The same is true of the Bureau of 
Labor Statistics of the State of Missouri, which in its 
Twelfth Annual Report, that for the year ending Novem- 
ber 5, 1890, has adopted the classified basis; and Mr. Bet- 
ton, in the Sixth Annual Report of the Bureau of Labor 
of Kansas, has some admirable tables, showing the number 
reporting by different industries and the average daily 
pay by classified grades,—and not only this, he gives 
union and non-union wages in the same table. In this the 
adaptability of the classified wage-table is shown to a still 
greater extent. 
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All of the foregoing illustrations have been drawn from 
the reports of the State bureaus named. As each of those 
not named pay more attention to wage statistics as their 
experience grows with their years, the classified wage- 
table will be adopted. 

Turning from the State offices to the federal govern- 
ment, an examination of the reports of the census and of 
the Department of Labor on industrial statistics reveals 
some interesting developments in wage statistics. 

Mr. Joseph D. Weeks, who had charge of wage statis- 
tics under the Tenth Census, has performed much admir- 
able service in the development of such statistics. Vol. 
XX. of the Tenth Census, which was prepared by Mr. 
Weeks, has for its purpose a comparison of the wages at 
different periods, the statistics running back as far as man- 
ufacturing establishments were able to supply data. In 
the main, the statistics in this volume are averages. Mr. 


Weeks stated in his letter of transmittal that he believed , 


that the figures given in the tables fairly represented the 
average wages paid in the different industries in different 
sections of the country for the years named in the various 
tables; and he took the greatest care to avoid all kinds of 
errors, and subjected his force to great labor in securing 
from manufacturers revisions of original statements, that 
the very best results might be secured. It was his belief 
—and in this belief he was warranted —that the rates 
which he did give fairly represented the wages paid for 
labor in an industry throughout the term comprehended, 
and that the tables furnished the means of obtaining a fair 
average for the whole country. The form usually adopted 
by Mr. Weeks is shown in the table at the foot of p. 174. 

In all tables like this in the volume named, the attempt 
was made simply to furnish average wages. Unfortu- 
nately, it cannot be ascertained, from the volume itself, 
whether the averages are true averages or means. This 
probably makes but little difference, as in the ordinary 
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method of securing averages an arithmetical mean and an 
average are quite alike, and at any rate, in such tables as 
the foregoing, not much difference would be noticeable. 
But Mr. Weeks appreciated the necessity of considering 
numbers as well as wages; and he has in several tables 
given the actual or true average daily earnings, as well as 
the number of employees receiving a given rate or range. 
This effort is shown in the table which follows : — 


AVERAGE Dairy Earnines aND NuMBER OF EMPLOYEES AT CERTAIN 
OF THE Fiint-GLass WorkKS OF THE UNITED STATES 
DURING THE CENSUS YEAR, 1880.* 





























Pittsburg Dist., Pa. : Pittsburg Dist., Pa. 
Glassware. Glassware. 
om Ss Number of : 1 S Numt f 
= umber © employees. Number 0 i 
- employees po a ieee Cugiegans Age” 
—— earnings. ip nig earnings. 
Managers, . . 1 $3.50 | Mould-makers, | _ 
Pressers, .. 4 3.50 Machinists, 1 $2.00 
Finishers, . . 2 2.00 Mixers, . 1 2.00 
Gatherers, . 25 1.75 Teasers,. . 2 2.50 
————, ° 15 1.00 Pot-fillers, . 1 | 2.00 
Cleaning-off boys 16 80 Pot-makers, . — } _ 
Cc. ing-in boys 4 80 Clay-trampers, _ = 
Mould-holders, 1 1.50 Packers, 4 2.00 
Blowers,. . . 17 3.50 Drivers, . _— _ 
Cutters, . . 1 3.50 Laborers, . 1 1.50 
Engravers, . - _ Engineers, 1 2.00 











* From Tenth United States Census, vol. xx. p. 80. 








WacGes PAID BY A Press Brick Company in LovuisvILtz, Ky. 























Unit | Dates. 
Classes of employees. | a : 
jment, 1880, 1879. 1878. 1877. 1876, 1875. 
| | 

$1.925 | $1.54 $1.924 $1.924 | $1.92§ | $1.925 

1.75 1.50 1.50 | 1.50 1.50 1.50 

288 288) 0884 | aes sets aes 

. ‘ 843 

2.00 | 1.50 1.50 | 2.00 200 2.00 

2.00 2.00 2.00 2.00 2.00 2.00 

1.25 1.00 1.00 | 1.00 1.00 1.00 
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This table embodies the principles of a classified wage- 
table; but in Volume II., Reports of the Tenth Census, 
Mr. Weeks, in his monograph on the Manufacture of 
Glass, carried this matter of wage presentations to a still 
greater development than he did in Volume XX. In 
Volume II., as shown in the table below, he gives the 








RANGE AND AVERAGE Rates oF Daity WAGES IN THE 
MANUFACTURE OF GLASSWARE. 











Classes. Number Range. | Average 

Managers, .....6..5+45.064 | @ | 6800 to 9621) S00 
Re ee tw ew ee ef 306 2.00 * 5.00 | 3.53 
Finishers | | | 

Males 16 yearsandupward,. .... | 563 | 7% 6.00 | 3.55 

Males under 16 years, ce a a -80 | .79 
Gatherers : | 

Males 16 years andupward,.... . 890 a = 3.50 1.93 

Males under 16 years, ....... 6 | 55 * 1.50 | 1,34 
Stickers-up : | | | 

Males 16 years and upward, coos | Sa | 24 1,80 | 87 

Males under l6years, ....... os | . “* 1.00 78 
Cleaning-off boys : | | 

Males 16 yearsandupward,. .... | 192 | .50 * 1.35 82 

Males under 16 years, . ees 414 | (50 “ 100] ‘64 

Females 15 years and upward, Se #4 3 | BD |. cccccsee 

Females under 15 years, ...... | 12 | 50 “ 623 58 
Carrying-in boys: 

Males 16 years and upward, ooo | ae | AO 1.20 62 

Males under 16 he o< & ee ew 762 | 334 “ -80 .56 
Mould-holders : | 

Males 16 years and apnaen, os ex BO eo) ae 2.75 83 

Males under 16 — os | 285 is 1.00 62 
Blowers,... . ° | 1,147 1.663 “ 5.00 3.47 
Cutters: 

Males 16 yearsandupward,..... | 223 1.35 “ 4163 2.29 

Females 15 —_ an —n ict. Ee a 7 -50 -50 
Engravers, 5% ied take fi a | 33 | 1663 *“ 4.00 2.58 
Mould-makers, ...... 120 1.50 *“ 6.00 3.05 
De « 6 b « & 6 € 0 +6 30 150 “ 6 50 2.30 

a Se ee eee eee | 135 1.333 “ 2.668 1.76 

Teasers, ° 166 1.50 ‘* 2.663% 2.11 
Pot-fillers, . Oh ees an Wh oe Oe 56 1.00 ‘§ 2.50 1.67 
nh ««2t& ee ee eee @ 41 a 3.334 2.35 
oe ey a 74 1,00 ‘ 2.50 43 
Packers: 

Males 16 yearsandupward,..... 340 = 4.00 1.72 

Males under 16 years, e's 19 | .45 * 65 53 

Females 15 — — upward, eee 19 50 * 2.333 -98 
Drivers, . . « « ow: ars 103 1.00 “ 2.50 1,72 
Laborers : 

Males 16 yearsandupward,..... 573 1.00 “ 2.00 1,35 

Males under 16 years, . a or 7 oT % .83 .69 

Females 15 years and upward, are 82 60 “ 75 67 

~* Females under 15 _— Rak ew wf 9 50 * 67 61 

Engineers,..... oS oe ee ee 54 1.163 “ 3.00 2.15 











* The machinist receiving highest rate is probably a mould-maker. 
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classes of employees in the manufacture of window-glass, 
—for instance, the number in each class, the range of 
their daily wages, and the average daily wage; and by 
“average daily wage” he means an average obtained 
by multiplying each rate of wages by the number of per- 
sons ethployed at that rate, and dividing the sum of the 
products so obtained by the number of men employed. 
Thus the average given in the table on p. 175 represents 
the real average wages of the different classes as returned. 

In the Report of the United States Commissioner of 
Labor for 1888, being the Fourth Annual, and relating to 
working-women in large cities, the classified wage-table 
was very freely used, and in the tables showing classified 
yearly earnings of working-women by graded sums there 
is incorporated the average number of days lost, and in 
subsequent reports, on railroad labor and other topics, the 
Department of Labor has continued the use of the classi- 
fied wage principle; but the most extensive application 
of it has been under the Eleventh Census, in the schedule 
relating to manufactures. The General Schedule No. 3 
of the Eleventh Census calls for a very complete state- 
ment as to wages. It comprehends all classes in the in- 
dustrial establishments of the country,— classified as to 
males above sixteen years, females above fifteen years, 
and children. It requires the average number employed 
during the year and the total amount paid in wages dur- 
ing the year, but it calls for these facts by classes: that 
is, for the officers of corporations and members of firms; 
clerks and salesmen; watchmen, laborers, teamsters, and 
other unskilled workmen; piece-workers not included in 
the foregoing; operatives, engineers, and other skilled 
workmen; overseers, foremen, and superintendents other 
than general superintendents or managers. This is a 
grand advance on former census inquiries relating to 
wages, but there has been added to it a series of inquiries 
which will bring out the weekly rates of wages paid and 
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the number of hands employed at each rate, excluding 
those employed on piece-work; and these are classified as 
males above sixteen years of age, females above fifteen 
years, and children, the concentration in the schedule 
covering this inquiry being as shown below: — 





Males Females 
Rates per week. above 16 | above 15 | Children. 
years. years. 





Co ee ee ee ce ee = = 





$5.00 and over, but under $6.00, 








6.00 iy “ « “ 7.00, 


7.00 « “ “ “ 8.00, 





so « - ed 9.00, . «2 o « lasaiciasiatiniai 

















—°¢ °° " 10.00, 

10.00 “ “« “ “ 12.00, 

ne « « - « WO, . 1 wo in 
ues © “ J re er ——— waite 








aa ee ee ee ae a a Se 





} 
2.00 « « «© « 50, ..... 4, | 
| 





This development in the method of presenting statistics 
of wages, valuable as it is, does not do away with the 
necessity of using averages. The average is a legitimate 
expression in a concrete way for many things that cannot 
be otherwise expressed; yet all statisticians who have 
given any study to their science will endeavor to avoid 
the use of the average, whenever possible. There is a 
great deal of condemnation of the average, and I cordially 
join in the condemnation; yet I cannot fail to see that 
there are times when the average wage must be resorted 
to as the only form of statement by which the approximate 
truth can be expressed. The difficulty lies in not distin- 
guishing between a true average and an arithmetical 
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mean. In the Fifteenth Massachusetts Report, 1884, 
not having sufficient data to warrant a purely scientific 
presentation of the facts collected, and feeling the neces- 
sity of making a concrete statement, I carried the use of 
the average to its highest point of utility. The facts 
were alls correct, the methods of statement were proper, 
and could not be questioned until the final use of an aver- 
age of averages. I should not have been justified in this 
use of an average of averages, had not all the details and 
my own observation in various directions proved to me | 
that the resulting statements were very close to the abso- 
lute truth. The condemnation of such things usually 
comes in the form of a statement that “pigs and potatoes 
cannot be averaged”; or, as Dr. Richmond Smith, in his 
very valuable article on “ Wage Statistics and the Next 
Census of the United States,” which appeared in the 
Quarterly Journal of Economics for July, 1888, expresses 
it, “ The wages of men, women, and children are entirely 
different quantities, and are as incapable of addition and 
averaging as a bushel of potatoes or a pound of butter.” 

This is carrying condemnation of the average to an ab- 
surd extreme. You cannot add a pound of butter and a 
bushel of potatoes together; but, if you have a bushel of 
potatoes to sell and a pound of butter to sell, you can add 
the value of these two things together, the value being 
an element rather than a quantity. So, too, a dealer in 
notions, who has a thousand or two thousand different 
articles in his store, can average his daily or weekly sales. 
He does not average his daily or weekly sales of things, 
but the values which he receives for the infinite variety 
of different things he offers. A farmer may raise half a 
dozen different crops, and at the end of four or five years 
he can add the values of his different crops together and 
find what the average value of all his crops is per year; 
but he cannot average the quantities of different articles 
taken together. So, in wages, the wages of men, women, 
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and children can be added together, and they can be 
averaged legitimately ; but such averages are only valua- 
ble when you wish to express an extreme result. Such 
an average is not scientific, but it is indicative of some- 
thing. So when writers take the total number of people 
employed in the country, and divide that number into the 
total wages received, the resulting quotient is of some 
value, but not great, and is often vicious as used; but, 
used for a series of years or periods, it will show whether 
that widely diffused average is increasing or decreasing. 
For instance, if in 1850 that quotient showed for the 
United States $250, and the proportion of men, women, 
and children to the whole body of employees was given, 
and in 1860 the quotient was $300, and the proportion of 
men, women, and children also known, and in 1870 $350, 
and in 1880 $400, I contend that it has a value; for, if 
the proportion of women and children employed in the 
industries of the country is constantly increasing, us 
many claim, and the quotient showing the average re- 
ceipts of all is constantly increasing also, then that quo- 
tient indicates positively an increased earning capacity on 
the part of the employed population. This is all it is 
worth, but it is worth this. 

The best derived table, however, for comparative pur- 
poses is the classified wage-table, which has been so fully 
described and its development traced. It is only useful 
as a derived ‘table; for, in all cases of wage statistics, the 
complete details should be printed, that other forms of 
derived tables may be drawn from them, so that com- 
parisons can be made in various directions. But, while 
I believe the classified wage-table to be the best form of 
derived table for comparative purposes, it‘must be univer- 
sally uniform if the best results of comparison are to be 
gained; and it is one of the most encouraging features of 
the wage presentations in this country that the different 
State bureaus and the federal offices are adopting practi- 
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cally the same classification. Yet great difficulties, not- 
withstanding the universal adoption of a classified wage- 
table, will appear in all wage statistics; and some of these 
difficulties and obstacles it may be well to point out. 

In spite of the benefits and advantages to be derived 
from the classified wage-form, the average must be re- 
sorted to, as I have already indicated, in order to secure a 
truthful statement of wage conditions, and, to show this, I 
introduce a table drawn from the statistics of the wages 
paid on sixty systems of railroads in the United States, as 
shown in the Fifth Annual Report emanating from the 
United States Department of Labor. The statistics given 
in that report were the result of the tabulation of the 
actual pay-rolls for a whole year of sixty systems of roads, 
comprehending 241,910 employees. The table following 
shows, for certain occupations of railroad employees, what 
has been denominated in the report as “actual and theo- 
retical conditions compared”; that is to say, for the occu- 
pations named in the table of the different employees on 
the whole number of roads, the total being 160,739, there 
is stated the total number of days which that body of em- 
ployees actually worked, and the total amounts actually 
earned. Then in another column there is stated the aver- 
age number of days employed and the average earnings, 
while the two right-hand columns show the conditions 
which would be necessary if the positions on the roads 
were filled continuously throughout a working year of 
813 days, and the consequent average earnings, should 
this theoretical condition be experienced. The table opens 
a new line of thought and study in statistical science. 
See p. 181. 

The necessity for the use of the average, in order to get 
at the truth underlying the wage conditions of a great 
body of employees, as shown in the foregoing table, is 
clearly brought out. One of the most interesting features 
which attracts the attention under a close examination of 
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the table is the great variation between the number of 
men actually employed during a year as individuals and 
the number of men which would be necessary to accom- 
plish like results, provided full time was worked by each. 
The 160,739 different employees, as classified by oceupa- 
tion in the foregoing table, performed $35,105,852 worth 
of labor during a year of 313 days. This was an average 
of 180 days to each employee, with average earnings of 
$218 for the year. If, now, 66,634 employees had worked 
the full 818 days in the year, they would have accom- 
plished the same results that were accomplished by the 
160,739 different employees, and would have received, in- 
stead of $218 each per annum, $527 each per annum. An 
examination of the table will show the variations as they 
relate to the different leading occupations in railroad labor. 





ACTUAL AND THEORETICAL CONDITIONS COMPARED IN LEADING OccUPATIONS 
or Sixty Systems or Roaps. “ 





| ao “ar oe se | 
Conditions, 6 the neces- 
sary positions were 
filled continuonely by 
the same employ ees 
through a working year 
of 313 days. 





Actual condition, Employees and results, 


Occupations, | 























Different | Total days| Total —— Average Necessary oe 
employces.| employed. | earnings. employea, | &#Mmings. employees earnings. 
Baggage-masters, 1,104 257,393 $419,147 233 $380 822.34 $510 
Bagygagemen, i 989 198,326 299,125 201 302 633.63 472 
Blacksmiths, . . 1,435 296,581 650,237 207 453 947.54 686 
Brakemen,. . . 20,117 | 2,277,566 | 4,054,246 113 202 7,276.57 557 
Carpenters, .. 8,277 | 1,361,081 | 2,607,822 164 326 4,348.50 620 
Conductors, . . 5,184 | 1,074,072 | 2,826,804 207 545 3,431.54 824 
Engineers, .. . 2,974 705,700 2,275,838 237 765 2,254.63 1,009 
Enginemen, . . 998 241,630 771,194 242 773 771.98 999 
Firemen, .. . 5,717 887,419 | 1,593,918 155 279 2,835 20 562 
Flagmen, .. . 1,989 409,463 | 462,951 206 233 1,308.19 354 
Foremen, ... 7,085 | 1,745,445 | 3,283,157 246 463 5,576.50 589 
Laborers, .. . 89,429 | 8,744,811 | 11,036,805 98 123 27,938.69 395 
Machinists, .. 4,506 869,219 1,896,321 193 421 2,777.06 683 
Masons, ... + 874 80,993 198,706 93 227 258.76 768 
Painters, ... 1,583 269,147 | 524,209 170 331 859.89 610 
Switchmen, .. 4,262 748,112 | 1,125,967 176 2 2,390.13 471 
Telegraph opera- 
OM, -« cee 4,216 689,398 989,405 164 235 2,202.55 449 
ee cr scennaeannetial 
160,739 |20,856,356 $35,105,852 130 $218 | 68,633.73 $527 
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I have never seen this feature in any other statistical pres- 
entation. It shows a tendency of labor to migration, and 
this tendency is here brought out statistically on an ex- 
tended scale. It is a new phase in the labor question, 
to be investigated and studied as time goes on. 

In the report cited a statement is made for the whole 
number of employees working by time for the sixty roads 
investigated ; and that statement shows that 224,570 dif- 
ferent employees worked on an average 147 days in the 
year, earning $243 apiece, while 105,807 men working 
continuously would have accomplished the same results, 
and earned $515 per annum each. Such statistics cannot 
well be used for comparative purposes, although the classi- 
fication of details from which such a table as that just 
given is drawn would offer the best possible opportunity 
for comparative purposes. This opportunity for compari- 
son is shown in the following short table, showing the 
groups of actual daily earnings, or daily rate nearest aver- 
age daily earnings, of employees engaged in constructing 
roads, tracks, etc., on the railroads investigated, as de- 
scribed above : — 


EMPLOYEES CONSTRUCTING Roaps, TRACKS, ETC. 























l 
Groups of actual daily earn. Groups of actual daily earn- 
—— of "ings, or daily rate nearest a “ ings, or daily rate nearest 
ployees.| +o average daily earnings. | ployees.| +o average daily earnings. 
! 
7 Under $0.21 || 
d4 $0.21 _ 40 || 8 $3.81 —- $4.00 
365 Al — 60 || 4 4.01 — 4.20 
1,275 61 — 80 || 3 4.21 _ 4.40 
3,270 81 _ 1.00 || 4 4.41 _ 4.60 
35,153 1.01 — 1.20 || 3 4.61 _ 5.00 
25,147 1.21 _ 1.40 
we | if = 18 
: 61 — 80 || = oe 
865 1.81 _ 2.00 esa (a) 
226 2.01 — 2.20 || 
mw) i = is ——— 
90 2.61 - 2.80 80,956 - = - 
58 2.81 -- 3.00 
7 3.01 a 3.20 || 
31 3.21 -- 340 |) (a) Rate and time cannot be stated, 
18 3.41 _ 3.60 as they worked by the piece or trip, or 
8 3.61 - 3.80 | combinations of these with day work, 
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In the foregoing table, which comprehends 80,874 em- 
ployees, with pay ranging from under 21 cents per day to 
$5 per day, the concentration of labor is easily seen to be 
on those receiving from $1 to $1.40 per day. Suppose 
such a table should be given for a series of years. The 
concentration of labor, then, would show whether it was 
upon the higher or lower rates, or higher or lower rates 
than those given in the earlier years. Such a comparison 
cannot be made at present, because the continuation of 
classified wage statistics has not been sufficient to enable 
it to be made. I have therefore constructed a table, en- 
tirely on an assumed basis, to show how such comparison 
can be instituted. Let us suppose that a man begins busi- 
ness in 1840 with 3 employees, at $1 per day each. His 
business increases, and in 1850 he employs 20 people, at 
differing rates; in 1860 he employs 30; in 1870, 200; in 
1880, 400; and in 1890, 700. How can we ascertain the 
increase or decrease of wages as paid in this assumed es- 
tablishment? It is not an unlikely composition of forces, 
for such establishments can be found. The rates and 
the number of men at each rate are purely arbitrary, but 
the averages are correct. It might be further stated that 
the rates of pay are not out of the ordinary line of rates 
for different years, nor is the growth from 8 to 700 em- 
ployees entirely imaginary. See table on p, 184. 

Working out classified wages, with the number of men 
at each rate, as shown in the following table, one can see 
at a glance the condition of things in each of the years 
named. There has been a steady progress from an average 
of $1 per day in 1840 to $1.323 in 1850, to $1.46 in 1860, 
to $1.53}3 in 1870, to $1.68} in 1880, and to $1.90} in 
1890. For the purpose of comparing wages in the same 
establishment, where the number of employees has con- 
stantly increased, the foregoing presentation is adequate. 
The table was constructed, as I have said, on an arbitrary 
basis, and without reference to the question whether it 
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would show an increase or a decrease in the average 
wages for each of the years named. It is simply an at- 
tempt to show, through a series of years, what was shown 
relative to railroad labor in the table next preceding the 
one just given. In years to come, when sufficient time 
has elapsed and the statistics will warrant, such compari- 
sons can be made; and we can then determine clearly 
whether the course of wages has been upward or the re- 
verse. 

It is interesting to know that the later methods which 
have been described for the presentation of wage statistics 
are recognized by scientific statisticians as proper and as 
adequate. Dr. John Venn, in the Journal of the Royal 
Statistical Society for September, 1891, in an address on 
“The Nature and Uses of Averages,” in remarking upon 
average wages, stated that “the only satisfactory plan in 
such a case would be to construct, say, a base line mark- 
ing amounts of wages, and to set up ordinates marking 
the relative numbers in receipt of each such amount” ; and 
this he would do, that the relative distribution of the 





1840. 1850. 1860. 1870, | 1880. 1890. 





3 at $1.00 8 at $1.00 9 at $1.00 | 20 at $0.75 16 at $0.50 35 at $0.75 
25 « 00 15“ 30“ 0.8% 








10“ 1,50 15 * 1.50 1 0.75 835 
2“ 1.76 4“ 2.00 30“ 1.25 20 1.00 18** 1.00 
-) 2“ 295 | 93 1.50) 8 1.163 | 12 1.163 

30. 60“ 1.75 50“ 1.25 4 1,25 
30** 2.00 40“ 1.50 60* 1.33 
8“ 2.25 5 1.624 70“ 1.50 
3“ 3.00 | 115 1.75 160° 1.75 
1“ 3.33} 90“ 2.00 190** 2.00 
ms 20 225 | 3 2.95 
1“ 2.75 50 250 
10“ 3.00 30 3.00 
4 3333] 7 3.33 
6“ 3.50 ° A pre 
400 . .00 
“00 10** 5.00 
3% 6.663 
4“ 8.33) 
700 
| 
Average, Average, | Average, | Average, | Average, Average, 
$1.00 $1,324 $1.463 $1.5533 | $1.68} $1.902 
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various amounts of wages in excess of and in defect of 
the mean might be shown. 

But a further encouragement relative to this form of 
statistics comes from the International Statistical Insti- 
tute, through a series of resolutions reported by the Com- 
mittee on Labor, through Dr. Béhmert, at the recent con- 
vention in Vienna. The resolutions are as follows : — 


The International Institute of Statistics, on the report of the Com- 
mittee of Labor, recognizing the necessity, each day increasing, for 
good statistics of wages, 


I. Is of the opinion, 
(a) That, for the establishment of these statistics, it is not 
sufficient to obtain average wages, but that the actual 

wages paid to each laborer should be obtained. 

(b) That we must not content ourselves with a knowledge 
of daily or weekly wages, but we must obtain returns 
showing annual earnings (or during a season for pro- 
fessions and industries where the labor is intermittent), 
with the number of hours of labor per day and number 
of days of labor per year. 

(c) That it is necessary, in addition, to take account of 
the different modes of payment of wages and of their 
accessories. 

I. The Institute recommends the continuance or the undertak- 
ing of the collection of such statistics for certain typical es- 
tablishments, and to supplement them with accounts of in- 
dividual families, with budgets of their receipts and expenses, 
after the method and plan already approved by valuable pub- 
lications, in order to render the results comparable. 

III. In the choice of these establishments, the Institute recoi- 
mends that recourse should be had to those which are admin- 
istered by, or are under the supervision of, the state, the 
provinces, or the communes, and to those private establish- 
ments whose chiefs wish to aid in such an investigation and 
are worthy of confidence. 

IV. ‘The Institute recommends, wherever it is possible, to inter- 
est the laborers themselves in these statistics, and to seek to 
associate them in a certain measure in the enterprise. 

V. The Institute finally expresses the desire, 
(a) That the learned societies proposing the methodical 
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collection of such statistics and monographs will de- 
velop in the different countries. 

(b) That the governments may be willing to create bureaus 
of labor on the plan of those of the United States, 
where these offices do not exist, either creating a dis- 
tinct bureau or utilizing the organization of existing 
bureaus of statistics. 


It is not too much to assume that the experience of 
American statisticians in their trials with wage statistics 
prompted the introduction and the unanimous adoption 
of the foregoing resolutions. As foreign governments are 
now following the example of American States in estab- 
lishing bureaus of labor and departments of labor, it is 
reasonable to hope that uniform wage statistics will be 
recognized, not only as desirable, but as scientifically es- 
sential for just and accurate comparisons ; for it is true 
that, until some common method of presenting wage sta- 
tistics shall be recognized as essential by the great coun- 
tries devoted to mechanical enterprise, the exact variation 
in the earning capacity of the people of these countries 
cannot be ‘measured. Until such common method is 
adopted, it is possible to make a fairly legitimate compari- 
son by rates of wages only, but they should be for specific 
occupations. If for a cotton mill the rate of wages paid 
to a particular grade of spinner through a series of years 
could be ascertained, or the wage of a journeyman carpenter, 
or of a cutter in a shoe factory, or for any well-defined oc- 
cupation or subdivision of an occupation a fairly accurate 
comparison, as of one period with another, could be made, 
so where actual earnings stated by the week or the day 
are the results of true averages, the total number of people 
in a given occupation being comprehended in securing 
the average, a comparison is fairly legitimate. 

Much depends, in making comparisons of wages, whether 
the purpose of the comparison is a social or an eco- 
nomic one. If the purpose is purely economic, I am quite 
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well satisfied that positions only, without regard to the 
number of men occupying the positions, offer the best 
basis for accurate conclusions. For instance, on a given 
railroad it requires a certain number of brakemen, of con- 
ductors, of baggage-men, etc., to carry on the traffic of 
the road. Now, for economic purposes, it does not matter 
how many individual brakemen may have been employed 
during the year: it is the question of the actual number 
necessary for the proper equipment of the road. In a 
cotton mill there may be fifty spinners and two hundred 
weavers necessary for the conduct of the work; that is, 
essential to preserve the integrity of operations. Then 
the wages earned in these fifty positions of spinners and 
two hundred positions of weavers offer the best opportu- 
nity for purely economic consideration. If the purpose for 
which the wage statistics are to be used be social, then 
the classified basis which has been described, and which 
has been so well developed in this country, probably 
offers the very best method that can be adopted. Of 
course, it should be understood that all methods may be 
used, either for social or economic considerations. 

I have not, in the foregoing consideration, taken any 
pains whatever, nor has it been my purpose, to consider 
the economic laws relating to wages, or to discuss in any 
way what makes the rate of wages, or what may be called 
economic wages as against actual earnings. I have con- 
fined myself simply and solely to the consideration of the 
best methods of presenting wage statistics after they are 
gathered, and with the hope of contributing a little to the 
efforts being made to secure uniform presentations. 

CARROLL D. WRIGHT. 


Nore.— The official statistics of wages for foreign countries (conti- 
nent of Europe) are to be found as indicated in the following state- 
ment, which has been kindly furnished me by Dr. Roland P, Falk- 
ner, of the University of Pennsylvania : — 
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OFFICIAL STATISTICS OF WAGES IN 
FOREIGN COUNTRIES. 


France.— Such statistics do not exist, but they will be collected by 
the newly created Office du Travail. 


Italy.— The Director of Statistics has published two brief attempts 
at wage statistics in the series Annali di Statistica, 4th series 
vols. 14 and 26. The last is that treated of by Dr. Griiber. 


Denmark.— Such statistics have never been collected. 


Sweden.—Such statistics do not, properly speaking, exist. Every 
year there is published a “Statistics of Salaries and Pensions,” 
which gives the salaries of all public servants, but does not 
group them. 


Austria.— A search through the Statistische Monatschrift fails to dis- 
cover any statistics of wages collected in Austria. In a recent 
publication there is a bare statement of the wages of daily 
labor for a series of years. 


Holland.— One of the most recent issues of the Statistical Institute 
makes an attempt at wage statistics. It summarizes a previ- 
ous investigation of 1884-85 on the wages of agricultural labor. 
The following distinctions were made : — 


1. Full-grown man living with employer. 
2. Full-grown woman living with employer. 
3. Full-grown man not with employer. 
(a) with free dwelling and Garten. 
(b) without the above. 
4. Occasional workmen. 
5. Overseers (foremen). 


The wages tabulated by provinces were the highest perma- 
nent and the lowest government rate; but from the text it is 
not clear what rates were asked. It seems, however, as if the 
inquiry was for the average. For industrial wages circulars 
were sent out requesting the average wages from 1875 to 1885 
for the various categories of workmen. In combining the facts 
thus gained, the compiler tabulates the number of workmen, 
the highest average, and the lowest average wage. Where 
either refers to an especially large or especially small number, 
he adds this in parenthesis. 

In two cases, pay-rolls were given to him. In this case, he 
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gives for each grade of workmen the number and the average 
wage, and, further, the rate most frequently paid and the num- 
ber receiving that rate. 


Germany.— The Imperial Statistical Office has not touched on the 


subject of wages. 

The same is true of the Prussian Statistical Bureau. The 
only treatment of wages to be found in the Zeitschrift of the 
bureau is in an article on the “Price of Wood and Agricult- 
ural Labor in the State Forests.” The tables give the wages 
paid in each district in five periods,— 1840-49, 1850-59, 1860- 
69, 1870-74, 1875-79. 

The Bavarian Statistical Bureau and the Saxon Bureau have 
published nothing on wages. 

On the contrary, some of the communal bureaus have taken 
up the question. There is a publication, Lohnverhdltnisse in 
Berlin, by the Berlin Bureau; but I have not yet seen it. 


Switzerland.— A search through the Zeitschrift for wage statistics was 








fruitless. In 1874 Dr. Bohmert, then head of the bureau, pub- 
lished an article on the “ Method of Social Investigation.” In 
this he shows how wage statistics should be founded on pay- 
rolls, should distinguish the different rates of payment and the 
sexes. He illustrates with the figures for one or two factories 
in Switzerland. 








COMMENTS ON THE “POSITIVE THEORY OF 
CAPITAL.” 


THE difference of opinion existing among the foremost 
writers regarding the cause and law of interest indicates 
that the field of economic research is far from being ex- 
hausted. Professor E. v. Boehm-Bawerk’s contribution * 
to the controversy contains a most comprehensive review 
of the various doctrines, and shows clearly the existing 
conflict of opinion on this subject. In his History and 
Critique he points out the errors of the principal theories 
that had been advanced before the publication of his 
works; and in the second volume, Positive Theory of Capi- 
tal, he evolves a theory which he believes to be free from 
the objections he had urged against other doctrines. But 
this theory also is not invulnerable. To a certain point 
of his demonstration he proceeds with rare clearness and 
unquestionable logic; but subsequent conclusions are im- 
paired by a flaw in the argument. In order to point out 
this defect, it will be necessary to give a brief outline of 
the theory of value, in which Professor Boehm-Bawerk 
rightly seeks the key to the law of interest. I propose to 
do this by a method which I have used to advantage in 
my private studies for several years past. 

A man desiring a certain thing must either produce it 
himself or purchase it. In selecting the second method, 
the question arises as to the amount of other valuables he 
will give in exchange; and there exists for the time being 
a definite limit, beyond which he will not go in his bar- 
gain, and which depends on various conditions. Rather 


*Dr. Eugen v. Boehm-Bawerk, Kapital und Kapitalzins. Vol. I., Ge- 
schichte und Kritik der Kapital-Zinstheorieen. Vol. I1., Positiv Theorie des 
Kapitals. Innsbriick, 1889. 
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than go beyond it he may prefer either to do without the 
desired object or to make it himself. This limit is largely 
influenced by the quantity of goods involved in the bar- 
gain or already in possession of the purchaser. A first 
quantity being once obtained, the limit for a second quan- 
tity will fall below that of the first, and the limit for a 
third below that of the second. If this assertion is in- 
verted, it assumes the following more familiar form. ‘The 
cheaper a thing is, the more of it will be bought, some of 
it being put to uses which a higher price would forbid.” 
This subject has indeed been discussed in the Positive 
Theory of Capital in such a masterly manner that it is 
needless to elaborate it here. 

When we take into account not only one would-be 
buyer, but all those who have access to a market as 
buyers, a limit of price can be conceived for each article, 
contingent on the amount of trade; and the law of this 
limit is obtained by aggregating the amounts that would 
be bought by the in- 
dividual buyers. An 
article may be offered 
at a price so high 
that no sales will be 
made. At a some- / }---------------<----- 
what lower price, per- 4 [-~~----~----~-> 
haps one or a few Ss 
buyers may be found; 
and, as the price is 
lowered still more,a @ 
larger quantity will FI 
find sale. This con- 
dition of the market may be represented by the descend- 
ing curve B of Figure 1, the abscisse representing the 
quantity in demand when the price equals the ordinates. 
This curve may be appropriately termed the “ buyers’ 
limit.” It shows at a glance the variable amounts that 
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will be bought as the price is higher or lower. Thus, 
if the price is equal to Op, the quantity Og will be pur- 
chased. It shows by how much a falling price will in- 
crease the demand or a rising price will reduce it. 

For each seller there exists a limit below which he 
is unwilling to sell; and the limits of all sellers can be 
arranged in a rising order and presented by the ascending 
curve S, which may be termed the “sellers’ limit.” This 
curve exhibits the variable amount that will be offered in 
the market as prices change, increasing with a rising price 
and diminishing with a falling price. 

Assuming these curves to be correctly traced, it can be 
demonstrated that the price of the class of goods under 
consideration tends to adapt itself to the rate Op’, corre- 
sponding to the point of intersection m of the two curves, 
which may be termed the “margin”; and the amount of 
trade will be represented by the abscissa Og’ of this point. 
It appears at sight that, if the price were higher, the quan- 
tity offered for sale would exceed the quantity demanded ; 
and a number of sellers, whose limits are below the pre- 
vailing price, could not dispose of their goods, while there 
are prospective buyers who, though not willing to give the 
prevailing rate, are willing to pay a rate beyond those 
limits. These remaining buyers and sellers, whose lim- 
its still overlap, will agree to exchanges at lower rates, 
thereby giving the price a downward tendency. On the 
other hand, the price has a tendency to rise if the prevail- 
ing rate should happen to be beyond that indicated by 
the margin m. Since the amount demanded at that rate 
exceeds the supply, the competition of the buyers, all of 
whom cannot be satisfied, creates a tendency of the price 
to rise. By the effect of competition, the price will ac- 
cordingly adapt itself to the rate of the marginal point m. 

To anticipate all possible objections to this mode of pre- 
senting the theory of value, it would be necessary to carry 
the discussion further than the object of the present paper 
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would warrant. Suffice it to say that the conclusion is 
identical with that obtained in the Positive Theory of Cap- 
ital. The tabulated illustration of the horse market,* in 
which there are a number of buyers, Al, A2, A8, whose 
limits are 300, 280, etc., florins, and a number of sellers, 
B1, B2, B3, whose limits are 100, 110, etc., florins, can be 
advantageously represented by Figure 2. 
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The curves, instead of being of a continuous nature, will 
assume the form of steps; and they will obviously not 
intersect in one point, but will overlap between 210 and 
215 florins. The diagram would accordingly indicate that 
the market price would be somewhere between these two 
figures, but would not reveal the precise position between 
them. It would also indicate that five horses would be 
sold. This agrees fully with the conclusions of the author 
of the illustration. 

The law of value illustrated by this diagram, although 
differing somewhat in the method of presentation, and 
originated without any knowledge of the work of the 
Austrian economists, is clearly identical with the theory 


* Compare Quarterly Journal of Economics, October, 1888, vol. iii. p. 15. 
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of value advanced by them. The diagram may therefore 
be used in economic analysis whenever the law of value is 
involved in the problem. 

The merit of the labors of Professor Boehm-Bawerk in 
clearly elaborating the law of value cannot be overesti- 
mated. As a basis for economic research, a more solid 
foundation than the theory that values are determined by 
the subjective judgment of the marginal couples cannot 
be conceived. It is therefore the more to be regretted 
that in his analysis of the effect of cost of production on 
values he has reached a debatable conclusion. He elimi- 
nates cost of production as a factor in the determination 
of value, on the ground that producers and traders, who 
hold an excess of the goods which they manufacture or 
handle, put an exceedingly low valuation on them, having 
more than they need. 

This conclusion might be sufficiently correct if applied 
to commodities that are going out of use, such as articles 
of fashion after the fashion has changed, or things that 
have been superseded by other things better adapted to 
the purpose for which they are intended. But these are 
exceptional cases, and should not be made the types 
for the derivation of general laws. When speaking of 
goods that are constantly being reproduced, the economist 
desiring to find the sellers’ limit should ascertain the 
lowest rate at which manufacturers and dealers are will- 
ing to sell and to continue to produce ; and producers will 
obviously continue to produce only if they can realize 
at least their outlay plus the amount which they could 
acquire by applying their efforts to other pursuits. This 
being really the cost of production, including the market 
value of their own services, it would appear that the value 
of staple goods is more closely related to the cost of pro- 
duction than the author of the Positive Theory of Capital 
admits. 

The question here involved, being most intimately re- 
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lated to the new theory of interest, needs careful consider- 
ation. A difference in the subjective valuation of present 
and future goods,—or mature and immature goods, as 
they may more appropriately be termed, the latter being 
as yet unable to minister to human desires —is the basis 
of the new theory. But this cannot explain the phenome- 
non of interest if the cost-of-production theory of value 
can be successfully defended. In fact, the refutation of 
that theory has evidently been considered an essential 
step in the derivation of the new theory of interest. 

For the purpose of analyzing the effect of cost of pro- 
duction upon value let us divide staple articles into three 
classes. There are (1) those the production of which is 
falling off, (2) those which are produced at a persistent 
rate, and (8) those the production of which is being in- 
creased. It cannot be difficult to detect the reason of 
either constancy or inconstancy of production. When- 
ever the value of goods happens to be below the cost of 
producing them, the producers will change the direction 
of their efforts, and the rate of production will be dimin- 
ished. When, on the other hand, the value exceeds this 
cost, more producers will be attracted to the trade, and 
the rate of production will be increased. A persistent 
rate of production invariably indicates that the value of 
the product and the cost of production at the margin are 
equal. 

This equation, however, does not by any means indicate 
that cost is the cause of value. An engineer can calculate 
the speed of a steam-engine from the construction and 
dimensions of the governor, yet he would never think of 
asserting that the governor is the producer of the motion. 
He refers the speed of the engine to the governor on the 
assumption that the prime mover, the steam, is supplied. 
Why, then, should the economist, who refers value to 
cost, not be permitted to assume that the prime cause of 
value — namely, subjective valuation based on utility — is 
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present? An engine without steam will not move, what- 
ever be the construction of the governor: a thing without 
utility will have no value, whatever be the cost of pro- 
ducing it. The engineer’s assertion does not preclude 
a possible variation of the speed of the engine from the 
computed rate, be it occasioned by the tardiness of the 
governor’s action, permitting temporary fluctuations, or by 
a lack of steam. So can value temporarily vary from cost, 
even for long periods, if the action of the regulator is as 
tardy as it is in the case of most food products, the volume 
of which can be readjusted only at yearly intervals, or 
the departure may be permanent if the utility is affected 
from any cause whatever. 

We are certainly justified in concluding that, in refer- 
ence to staple articles, the Austrian theory of value most 
decidedly confirms the thought that underlies the doctrine 
of Ricardo, who refers the value of things to the quantity 
-of labor necessarily bestowed on their production by those 
who continue to produce them under the most unfavorable 
‘circumstances under which the quantity of produce re- 
quired renders it necessary to carry on the production. Ri- 
cardo’s theory is defective only inasmuch as labor cannot 
‘be measured except in a subjective sense. Hence “ quan- 
tity of labor” is a meaningless term, unless accompanied by 
rational definition. Of late the term “cost of production ” 
has been substituted, though hardly defined with sufficient 
clearness. Not only should the value of the labor of the 
manufacturer be added to his outlay in paying wages to 
employees, in buying material and auxiliaries, but these 
outlays should be still further analyzed. Even the Aus- 
trian economists, who have so largely contributed to a 
clearer understanding of the law of value, look upon cost 
as though it were at least in part composed of the value of 
the materials. Although this is perfectly correct when 
we consider the cost to the person having contributed the 
last productive efforts, it is a very superficial view. The 
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failure to reach a fundamental conception is attributable 
to the intricacy of a system of production resting on the 
division of labor. If all labor, mental and physical, direct 
and indirect, expended in the production of any one thing, 
were performed by only one man, who took the raw 
material directly from Nature’s store, the cost of material 
would not appear as part of cost of production: his ability 
to produce other things with what he considers an equal 
amount of exertion would take the place of cost. Com- 
plications arising from the division of labor can be avoided 
in economic analysis by conceiving the producer of a 
thing as being not a particular person, but the entire 
human agency, properly apportioned, and viewed as an 
entity, which furnishes the sum of all human exertions 
contributing to the production of that thing. In its 
ultimate analysis, the cost of production of a thing cannot 
be referred to its value when in an immature state, or in 
that state in which it is known as “material of produc- - 
tion,” but must be understood as being that which the 
producer might have made with the expense of equal 
energy, had he not made the thing in question. The cost 
thus conceived is what he relinquishes, and obviously con- 
stitutes the lowest limit at which he is willing to dispose 
of his products and to continue to produce indefinitely. 
But even there the ultimate analysis of value is not 
reached, for the desire to possess has been assumed. This 
desire is prompted solely by the utility of a thing; and 
the Austrian theory of value, in postulating for each thing 
a series of utilities of varying importance, ascribes value 
to final utility, ignoring the difficulty of attainment as a 
factor in the determination of value. It can be demon- 
strated, however, that for staple articles “final utility” is 
not independent of “ difficulty of attainment” ; and conse- 
quently the new theory does not refute the old, but is 
simply complemental thereto. 
Subjective valuation is the result of a mental com- 
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parison of the loss of one thing with the gain of another, 
or of the exertion expended in production with the grati- 
fication experienced in the act of consumption, both being 
regarded as balancing each other; and, this equation being 
the basis of every subjective valuation, either of the terms 
can be substituted for the other. 

To illustrate this more clearly, let us take the colonist 
who has five sacks of grain, of which he can make some 
such disposition as the following. One sack is absolutely 
necessary barely to sustain his life. The second will 
supplement his meals, enabling him to remain strong and 
healthy. With the third he will feed poultry, to obtain 
a greater variety of food. The fourth he uses to make 
whiskey, and with the fifth he feeds a number of parrots 
which he keeps for his amusement. The colonist will un- 
doubtedly have thoughts for the future, and will consider 
how much of his land he will prepare for the next season. 
Now, let us suppose his experience has taught him that, in 
order to reap five sacks of grain, he must work fifteen 
hours daily. He will, then, ask himself if it is worth his 
while to work so hard. Since other work will also engage 
his attention, he would have hardly any time left for 
sleep. He will compare the enjoyment he can derive from 
the use of the grain with the sacrifice he must bring in 
order to obtain it, and may prefer to forego both the 
parrots and the whiskey rather than to wear himself out 
by excessive work. During the ensuing year the final 
utility of grain will therefore be the feeding of poultry. 
After some years he will acquire a modern plough and im- 
proved harvesting implements, and will find that he can 
obtain a sack of grain for each two hours of daily work. 
He will now compare the pleasure derived from the use 
of whiskey with the sacrifice of two hours of work each 
day, and will decide in favor of the whiskey. He will 
accordingly cultivate enough land to reap four sacks, 
and the final utility of grain will be transferred from the 
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feeding of chickens to the making of liquors. Still later 
the surrounding country will be more densely settled, and 
by division of labor the arduous work will be still more 
lightened. Sowing will be done by machines, harvest- 
ing by reapers, and threshing machines will take the place 
of the flail. The enjoyment our friend is able to derive 
from the pranks of the parrots is now considered an 
adequate remuneration for the trifling labor required for 
raising the fifth sack, and the final utility will be shifted 
to this point. In fact, its location in the series of possible 
utilities depends ultimately on the difficulty of attainment. 

If all men had equal tastes and equal faculties, these 
comparisons would lead to equal results, and the law of 
value as regards staple articles would rest on them. But, 
since this is not the case, the resultant of the different 
subjective valuations must be found, as in the illustration 
of the horse market, by pairing off the overlapping valua- 
tions; and we must accept the judgment of the marginal , 
couple as to what constitutes equality between difficulty 
of attainment and utility. 

The point at issue can be still further amplified. Refer- 
ring to Figure 1, it is not difficult to see that the area 
enclosed below the curve B virtually represents the sum 
of utilities to which the class of goods in question can 
be put by those who have access to the market, or the 
sum of all subjective valuations of all gratifications ob- 
tainable from those goods. But while this curve alone 
is known, the value remains indeterminable. In the 
same sense, the area enclosed below the ascending curve 
S virtually represents the difficulty of attainment, or 
the estimation of the sacrifice which must be made in 
producing things. But a knowledge of the course of this 
curve regarding a certain article would not enable us to 
find its value. Only when both curves are known, when 
a comparison of utility with cost can be made, can we 
reach conclusions as to value. Each of the two lines 
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locates the final point of the other. It is, therefore, as 
irrational to speak of final utility as a quantity indepen- 
dent of the sacrifice required in producing the goods as it 
is to speak of the marginal difficulty of production as a 
quantity independent of the utility. In ignoring diffi- 
culty of attainment, the Austrian school commits an error 
equal to that which they criticise in their opponents, of 
ignoring utility as a factor in marginal cost. 

It must not be forgotten here that market value will 
coincide with cost, or final utility with difficulty of attain- 
ment, only when reproduction takes place at a persistent 
rate, such persistency being a 
result, and therefore a true cri- 
terion, of the equation between 
marginal cost and value. But 
inasmuch as an excess of value 











Pp over cost, by stimulating pro- 
duction, tends to increase the 
1 volume and consequently to 
lower final utility, while an ex- 
cess of cost over value tends to 
oO discourage production, thereby 


Fra. 3. reducing the volume and raising 

final utility, a tendency of the 
value of all staple articles to adapt itself to cost of pro- 
duction cannot possibly be denied. 

On the other hand, the value is independent of cost, if 
reproduction is impossible or in any way restricted. The 
value of a painting of an old master bears no comparison 
with the cost of either canvas or paint. That which is 
produced by secret process known to but one or a few 
men is independent of the cost or the amount of labor re- 
quired. When, by guilds or labor unions, the output of 
an article is regulated, the conditions that adjust values 
to cost are not present; nor is the equation realized 
when the right of production is conferred on but one 
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or a few persons. The amount offered by sellers being 
less than it would be without this restriction, the diagram 
assumes the form shown in Figure 3; and final utility, on 
which the value hinges, and which is measured by the 
ordinate Op, has no relation to the limit of the last seller, 
which equals Ol. 

It is now manifest that the doctrine according to which 
the value of things tends to adapt itself to marginal cost, 
though not universally true, is true for practically all 
articles of manufacture. In searching for the cause of 
interest, we are justified in confining our attention to just 
such goods, since their production is the principal source 
of interest. It is well known that the profits from the 
manufacture of things that are in active demand exceeds 
the current rate of interest, while articles that are disap- 
pearing from the market, on account of a declining de- 
mand, return a less profit or are even a source of loss to 
their makers. Since we should ignore exceptional cases,. 
it is not improper to confine our inquiry to goods of per- 
sistent reproduction, the value of which equals the mar- 
ginal cost. 

Interest being, in its ultimate analysis, an excess of the 
value of the products of manufacture over their cost of 
production, it appears that facts are in conflict with the 
law of value as above presented. An excess of the value 
over the cost is certainly out of the question, if cost and 
value are equal. Yet, since this excess is a matter of fact, 
it must be capable of explanation. 

We are here approaching a most perplexing point of the 
problem, and should exercise the greatest care to avoid 
too hasty a conclusion. It will be remembered that the 
term “cost of production” was understood as embracing 
not merely the actual outlay of the manufacturer, but, in 
addition, the lowesu amount that will induce him to apply 
his efforts to the particular branch of production we have 
under consideration. Is it possible to find the clew to the 
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problem of interest in this item? It is certainly not ad- 
missible to argue that, because the manufacturer would 
receive interest by investing his capital elsewhere, he 
would not apply it to this line of manufacture without 
obtaining interest; for that would be virtually assuming 
the ability of capital to return a revenue. But may not 
the manufacturer’s reluctance to convert his wealth into 
forms from which gratification can be derived only in the 
distant future, may not his preference for mature over 
immature wealth, affect his choice of occupation? 

This preference manifests itself in a desire to borrow; 
and, being of the nature of all other subjective valuations, 
its resultant can be obtained by pairing off, as it were, the 

overlapping couples of 
borrowers and lenders. 
This process can be 
most conveniently 
placed before our eyes 
by means of Figure 4, 
in which the limits of 
both borrowers and 
lenders are repre- 
Fic. 4. sented by curves. We 
need only inquire into 
the conditions which determine the course these curves 
are likely to take, and from their character judge where 
the point of intersection will be located. 

As regards the curve that may be called the lenders’ 
limit, this inquiry presents no serious difficulty. The 
subject of risk, which is, as a rule, treated independently 
of interest proper, can readily be disposed of. All loans 
being subject to a certain amount of risk, the rate of 
which depends on the nature of the security the borrower 
is able to offer, the lender will require, in addition to 
whatever he may demand for other reasons, a premium, 
the limit of which will equal that which will suffice, in the 
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average, to cover losses arising from the uncertainty of 
repayment. But this item, universally known as the risk 
premium or insurance, and recognized as an independent 
part of the gross interest, can rightfully be neglected in 
discussions on interest proper. The lenders’ limit may 
therefore be examined on the assumption that tle return 
of the principal of the loan is subject to no risk whatever. 
We must ask, then, what is the lowest rate for which men 
will accumulate wealth and lend it to others. However 
manifold the inducements may be to accumulate wealth, 
the desire to provide for possible contingencies that may 
arise in the unknown future is by far the most prominent 
of all; and, when this is the motive, the fear of future want 
creates a desire to produce in excess of present needs with 
a view to save the surplus. This saving is, then, the re- 
sult of a desire to delay the consumption of part of that 
which has been produced, of a preference for future over 
present gratification, intense enough to induce men to, 
assume the risk of accidental destruction and of deteriora- 
tion, to which all wealth is subject. This desire is the 
reverse of that claimed to be the cause of interest. In- 
deed, since by postulate a return of the loan is practically 
assured by the risk premium, the possessor of wealth has 
reason even to offer payment to the borrower —say, by 
accepting a rate of interest slightly below the rate of risk 
— for the service of relieving him of the trouble, expense, 
and risk involved in preserving his wealth, provided he is 
unable to make a better bargain. The limit of interest 
proper is thus really of a negative nature. 

Other motives for saving must, however, not be ignored. 
Although wealth is accumulated primarily because of the 
uncertainties of the future, the prospect of gaining a rev- 
enue from it is a powerful stimulant, and, other things 
equal, will tend to increase the accumulations. The 
amount of accumulated wealth will accordingly bear a 
relation to its power of bringing a revenue, capable of 
representation by the ascending curve Z of Figure 4, just 
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as the relation which the volume of commodities offered in 
the market bears to their value can be represented. The 
only difference is that in the present case the curve starts 
below the neutral axis and crosses it at the point z, the 
abscissa Oz of which equals the amount of wealth that 
would be accumulated and available for loans if the only 
advantage of lending were the saving of the trouble and 
risk of keeping the wealth, and if lenders were conse- 
quently unable to obtain interest exceeding the rate of 
risk. 

While the study of the general nature of the lenders’ 
limit presents no difficulty, an attempt to trace the con- 
ditions on which the borrowers’ limit depends leads to a 
serious difficulty. By far the greatest bulk of borrowing 
is done by business men, who wish to use the borrowed 
wealth in their business, and not for immediate consump- 
tion. What they seek to borrow is capital, or immature 
wealth, from which mature wealth can be realized only in 
the distant future, sometimes more distant, indeed, than 
the end of their loan contract. Therefore, it cannot be 
said that they borrow because they prefer present to future 
gratification. In fact, were they asked for the reason of 
their willingness to pay interest on borrowed capital, they 
would reply that employed capital enables them to carry 
on their business more profitably. The limit of interest 
these borrowers are willing to pay on capital depends 
accordingly on the power of capital to return an income, 
and cannot by any means aid us in our search for the law 
that determines the extent of that power. Their demand 
for loans must be ignored as useless for our purpose. 

Since the demand for loans implies an ability to give 
security, just as the demand for commodities implies an 
ability and willingness to give other commodities in ex- 
change, the desire of those having no credit must likewise 
be eliminated. The demand for present wealth in ex- 
change for future, being for this reason not very extensive, 
the curve representing the borrowers’ limit will most prob- 
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ably take a course similar to the line B of Figure 4, and 
the indications are that the point of intersection will be on 
the negative side of the base line. To obtain more direct 
evidence, we should compare the amount of wealth that 
would be accumulated by the provident, even though 
they could not hope to receive a revenue from their sav- 
ings, with the amount which the spendthrifts would bor- 
row at the expense of their future welfare. Considering 
now that the borrower, to have credit, must possess 
wealth, it appears that the demand for loans can never 
exceed the amount of existing wealth; and, although a 
large portion of the wealth constituting the securities may 
be immature wealth, and therefore not available for loans 
to those who desire present gratification, we have no rea- 
son to expect the intersection of the curves to be above 
the base line. We cannot escape the conclusion that the 
desire to delay consumption for the purpose of accumulat- 
ing wealth, even if the rate of interest were zero, must hy 
far exceed the demand for present goods by those who are 
entitled to credit, since credit is accorded only to those 
who have accumulated wealth, and have thus exhibited 
a preference for future over present gratification. The 
point of intersection being located below the neutral 
line, the theory of interest based on a preference for pres- 
ent over future goods will result in a negative rate. It 
cannot be accepted before this difficulty is explained. 
Indeed, the fact that immature forms of wealth are being 
produced as well as mature forms refutes the assumption 
that the latter are preferred. 

For the sake of argument, it may even be admitted that, 
under certain circumstances, the point of intersection of 
the two curves might be above the base line. For in- 
stance, in a newly colonized country, where men are 
obliged to direct their efforts towards meeting their im- 
mediate needs, where any attempt at accumulation would 
entail hardship and privation, the lenders’ limit may take 
a course as indicated by the dotted line LZ, and the mar- 
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gin m would be above the neutral line. But this condi- 
tion does not exist in countries in which the industries 
are well developed, where armies of workmen are unable 
to secure employment, the manufacturers having more 
goods in stock than they can dispose of; where, by reason 
of an alleged overproduction, legislative measures are 
taken to secure the home market to domestic producers ; 
where the desire for foreign markets prompts negotiations 
for treaties of reciprocity. If the final utility of commo- 
dities, in the series of all utilities, is determined by diffi- 
culty of attainment, then there is no reason why the final 
or marginal valuation of present over future goods should 
not be equally related to the difficulty and hardship ex- 
perienced in saving wealth. While all forms of wealth 
are a drug in the market, while the pressure of competi- 
tion renders it difficult to dispose of the goods produced, 
while the desire to produce still more wealth is so over- 
whelmingly indicated by the demand for work, this diffi- 
culty has no existence, and the hardship imposed by 
saving cannot be otherwise than imaginary. 

We can now briefly review the conclusions to which 
these thoughts have led. Unless we deny that capital, 
when invested in the production of staple articles that are 
produced at a persistent rate, can return interest, we must 
be able to trace the cause of interest on this line; and, 
persistency in production being the result of an equation 
between marginal cost and value, an excess cannot exist. 
Interest, therefore, cannot accrue to the marginal pro- 
ducer, and, consequently, cannot be an effect of subjec- 
tive valuation. No alternative is left but to seek the cause 
of interest in the difference of cost to different producers. 
Those sellers who can produce cheaper, and whose limit is 
accordingly below that of the marginal seller, can realize 
from the sale of their products an excess over and above 
cost of production; and this difference in cost of produc- 
tion constitutes the only field in which the law of interest 
on capital can be looked for. 


Hueco BILGRAM. 
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THE PRUSSIAN INCOME TAX. 


To THe student of political science the legislation enacted 
in the last session of the Prussian Landtag is of more than 
usual interest and importance. No session for several years 
has been so fruitful in reform measures,— an outbreak of leg- 
islative activity which is directly traceable to the initiative 
of the energetic young emperor and his new ministers. The 
present Landtag was elected in 1888, but in the two sessions 
held under the ministry of Bismarck it did little more than 
discuss and accept the annual budgets. Under the new 
régime it may perhaps merit the title of the reform Landtag 
sometimes bestowed upon it by the German press. 

None of the reforms attracted more attention or had been 
more generally demanded than that of the income,tax. This 
tax has existed in Prussia since 1851, when it was introduced 
to supplement or reform the class tax which had been adopted 
in 1820. This, in turn, had as its forerunner the uniform 
personal or poll tax of 1811, which was the beginning of 
direct personal taxation in the Prussian state, and may be 
regarded as the germ of the present progressive income tax, 
the historical development of which is an interesting and 
instructive study. 

The poll tax of 1811 was a modest beginning. It was con- 
fined to the country districts, where it collected one groschen 
a month, amounting to one-half thaler a year, from all persons 
over twelve years of age, without regard to differences of 
wealth or social station. It was not adopted to increase taxa- 
tion, but simply to replace as a source of revenue the grist 
tax, which had been introduced a year before, but had given 
rise to so much dissatisfaction and evasion among the peas- 
ants and farmers that its retention outside of the cities was 
thought inadvisable. The poll tax proved more acceptable to 
the country people, and less difficult to collect. 

This was a period, however, when other and more radical 
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tax reforms were imperatively demanded. Asa result of the 
Napoleonic wars and of political changes and constitutional 
reforms, the public revenues had become altogether insufficient 
for the needs of the state, and an increase of taxation could 
not be avoided. In 1812 a premature attempt was made to 
introduce a general property and income tax; but the rates 
were unreasonably high, the income tax being 5 per cent. 
on all incomes above 300 thalers, 1 per cent. on those between 
100 and 300 thalers, while incomes under 100 thalers were 
taxed in two classes with the annual rates of } and } thaler. 
The property tax, which, however, had in part the nature of 
a forced loan, was 3 per cent. “A burden so excessively 
heavy,” says Cohn,* “could only be imposed by the state in 
case of the direst need, and then only temporarily.” The 
edict was repealed in less than a year and a half after its pro- 
mulgation, and must be regarded as an episode rather than 
a chapter in the continuous development of the Prussian in- 
come tax. It may be said, however, to have had a certain 
negative effect on subsequent legislation, since it was doubtless 
one cause of the disfavor with which for a long time after- 
wards an income tax was regarded. 

After this failure the Prussian statesmen turned their atten- 
tion to the reform of the indirect taxes. By 1820 this had 
been carried as far as seemed advisable at the time, and it was 
estimated that there would still be an annual deficit in the 
revenues of about 8,000,000 thalers. Any considerable in- 
crease of the uniform poll tax was out of the question, for 
such a tax is by its nature limited to what the poorest citizen 
can afford to pay. The only alternative was to confine the 
increase of direct taxation to the more prosperous classes. 
This it was sought to accomplish by means of a class tax, in 
which the basis for the assessment was not the tax-payer’s 
income, but his social standing, to which, to be sure, his income 
would in a rough way correspond. The attempt was made to 
rate the taxpayers in four distinct social classes, such as had 
undoubtedly existed in earlier times and had been recognized 
in the constitutions of medieval cities. We have good au- 
thority, moreover, for believing that in Germany such a classi- 


* Fi i haft, p. 415. 
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fication of society was not unnatural even much later than 
1820; for J. G. Hoffmann, one of the most distinguished 
statesmen of his time, when he wrote his Lehre der Steuer in 
1840, still believed firmly in the idea of the class tax, claiming 
that the four classes existed and could easily be distinguished, 
and Adolf Held, writing in 1872, admitted this, although he 
did not favor such a tax. “It is not to be denied,” he says,* 
“that socially the four mentioned orders may be distinguished. 
But, as soon as we depart from the principle of a simple poll 
tax, it is impossible to adopt the idea of nobdlesse oblige as 
our guiding principle, and carry out the rule that every one 
shall contribute more, the higher, on the whole, his social posi- 
tion is. On the contrary, the idea inevitably forces itself into 
recognition that it is the richer man who should pay more; 
and, the greater the differences in wealth, the more irresistible 
will this tendency prove to be.” 

The tendency was manifest even in 1820. For the true 
idea of the class tax was not consistently adhered to; and, in 
the form which the law finally took in 1821, three different 
rates for each of the four classes were adopted, in order not.to 
ignore wholly the differences of wealth among members of 
the same class. This made twelve rates in all, and practically 
twelve classes, and was really a first step in the direction of a 
classified income tax. The lowest of the monthly rates was 
the same as the previous poll tax had been,— one groschen ; 
and the highest was 12 thalers. This reform, then, did not 
diminish taxation for the poorest citizen, but increased it some- 
what on the more prosperous classes. The class tax, like the 
poll tax, was not introduced in the cities; but there its equiv- 
alent was to be a grist and slaughter tax, since this was a 
form of taxation to which the cities had long been accustomed, 
while a personal tax would have been an innovation not well 
adapted, it was thought, to the peculiar conditions of city life, 
mainly because the unstable character of the population would 
make it difficult to collect such a tax, especially from the 
poorer classes. 

The law of 1821 was regarded by its supporters as a happy 


* Einkommensteuer, p. 275. 
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compromise between an income tax and a uniform per capita 
tax. The former they rejected because it necessitated a 
minute and vexatious inquiry into the financial condition of 
the tax-payer, the latter because of the injustice of exacting 
as much from the poorest as from the wealthiest citizen * and, 
we may add, because of the impossibility of collecting suffi- 
cient revenue by means of it. It seems to have been expected 
that the class tax would avoid both these evils, and, without 
intruding into the private affairs of the citizen, would take 
into account, indirectly at least, differences in wealth, since, 
after all, the basis of the classification was property or income 
quite as much as social position. This is clearly seen in the 
ministerial instructions, according to which the highest class, 
for instance, was to include large land-owners, wholesale 
merchants, owners of large factories, large capitalists, etc. ; 
and the general rule to be observed was that “the posses- 
sion of a property or business of such an extent that the 
income to be expected from it insures the owner an easy 
and independent existence is enough to indicate that he 
belongs in this class.” "At the same time in the next para- 
graph it is insisted that anything like a true income tax must 
be carefully avoided as an inferior and degenerate form of 
taxation. “It is not allowed to resort to the expedient of 
designating numerically a definite amount of income which 
shall qualify the owner to be rated in this class, and thereby 
open the way to discussion on this point with the considera- 
tion of the evidence pro and con, lest in this way the tax 
degenerate (ausarten) into an income tax.” 

Such a law as this had obvious defects and inconsistencies. 
Yet, as a measure of practical expediency, adapted to the exi- 
gencies and circumstances of the times, it has been commended 
as worthy of the statesmen who originated it. They had before 
them, as an object lesson, the failure of the tax of 1812. This, 
as well as other good reasons, convinced them that Prussia 


* The ministerial instructions for the assessment of the tax state that “ the 
class tax is intended to occupy a middle position between a uniform poll tax, 
which imposes the same rate on the entire population with no distinctions, and an 
income tax, which cannot be enforced without a searching investigation of the 
affairs and possessions of the tax-payer, and is therefore always obnoxious.”’ The 
instructions will be found in Held, Linkommensteuer, p. 275, note. 
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was not prepared for an income tax, which was undoubtedly 
true.* At the same time the class tax did not justify either 
in theory or in practice the hopes and claims of its supporters. 
As might be expected of such a compromise, it was not wholly 
free from the faults of the poll tax and did not possess all the 
virtues of a true income tax. A minimum annual rate of 4 
thaler and a maximum of 144 thalers could not correspond to 
the wide difference between the incomes of the poorest and 
those of the richest tax-payers. If the former rate was just, the 
latter was altogether too low. If the law, moreover, avoided 
the dreaded vexatious inquiry into the private affairs of the 
citizen, it relied too much on the unguided and arbitrary judg- 
ment of the assessors, who, even with the best intentions, 
found it difficult to make the required classification. The 
tendency in the assessment seems to have been towards in- 
creasing leniency; for the proceeds of the tax, although in the 
first instance all that had been estimated, did not increase in 
the following years in proportion to the increase of population, 
to say nothing of the increase of wealth. It had been thought 
that the social pride of the tax-payer would come to the assist- 
ance of the assessors, and that he would resent being rated 
in a lower class than the one to which he actually belonged. 
This psychological factor may have been effective in some 
cases; but, in general, the Prussian subject, when.it came to 
the question of taxation, did not seem to aspire to a high social 
position, One reason probably was that among the people 
the tax, very properly, never came to, be regarded as a true 
class tax, gr a reliable criterion of social distinctions. In 1846 
only three hundred and forty-six persons paid the highest 
rate; and, of the total annual assessment, about 45 per cent. 
came from the lowest class and only 3} per cent. from the 
highest.f Such taxation, while a considerable burden for the 


*“ The originators of the class tax, with that practical insight which was char- 
acteristic of them, realized that an income tax could not at once be introduced in 
a population where nine-tenths of the households were neither accustomed nor in 
a position to reckon their receipts and expenditures in money and strike the bal- 
ance of income. It was likewise perceived that even for the superior and privi- 
leged classes of the population an assessment of income made with no personal 
distinctions was a proceeding as unfamiliar as it was opposed to their concep- 
tions of social rank.”” Von Gneist, Preussische Finanzreform, p. 32. 


+ Held, Einkommensteuer, p. 284. 
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poor, bore very lightly on the well-to-do and hardly at all on 
the very wealthy. 

Still, no general reform was attempted until the United 
Landtag met in 1847. Then the government introduced a bill 
in which it was proposed to limit the class tax to those whose 
incomes were less than 400 thalers and impose an income tax 
on all higher incomes. The rate was to be 3 per cent. on the 
so-called funded incomes —i.e., incomes from property or in- 
vested capital, comprising rent, profits, and interest—and 2 
per cent. on the unfunded, consisting of the direct earnings of 
labor in the form of wages, salaries,eprofessional fees, and the 
like. The bill, moreover, adopted the principle of self-assess- 
ment, requiring the tax-payer to declare his own income. The 
grist and slaughter tax existing, as we have seen, in the larger 
cities, was to be repealed and give place to the class and in- 
come tax. But the times were not ripe for so radical a re- 
form. The proposed measure encountered strong opposition, 
especially on the part of the wealthier classes, and was finally 
defeated in the Landtag by a large majority. In a second 
attempt at reform, two years later, the government made con- 
cessions to the opposition by no longer insisting upon the 
principle of self-assessment or the distinction between funded 
and unfunded incomes. Although this bill met with more 
favor, it underwent many changes in the Landtag, and in the 
end failed to pass. 

The successful reform bill, which became law in 1851,* was 
of a still milder character. The grist and slaughter tax for 
the large cities was retained. The class tax, confined as be- 
fore to the smaller cities and country districts, was curtailed 
by the abolition of the highest class. For the three remaining 
classes, which were to include all tax-payers having incomes 
of not more than 1,000 thalers, thirteen rates were prescribed, 
of which the highest was 24 thalers annually, while the lowest 
was, as before, } thaler. To replace the tax on the highest 
class, a classified income tax was adopted, to be assessed 
throughout the entire kingdom on all incomes of more than 

*Gesetz, betreffend die Einfiihrung einer Classen- und classificirten Einkom- 


mensteuer vom 1 Mai, 1851. The text is given in Zeitschrift des kiniglich-preuss- 
tschen statistischen Bureaus, Bd. 8 (1868), p. 25. 
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1,000 thalers, with a rebate of 20 thalers in those cities which 
were subject to the grist and slaughter tax. The payers of this 
income tax were divided into thirty classes. In the lowest 
the annual rate was 30 thalers, in the highest 7,200 thalers. 
These rates were graded with the intention of collecting 3 per 
cent. of the minimum income in each class, This made the min- 
imum for the highest class 240,000 thalers; and the amount by 
which any income exceeded that limit was, therefore, not taxed. 
No declaration was required from the tax-payer, and the 
assessment was to be made without “inquisitorial procedure.” 

In the two previous attempts at reform the main end in 


. view had been a more equitable distribution of the burden of 


taxation. There had been no expectation of any considerable 
increase of revenue. But, in framing the law of 1851, the need 
of more revenue had been the principal consideration. Any 
sort of income tax which would meet this need was regarded 
as better than none. It cannot be denied, therefore, that “the 
Prussian income tax was introduced, not solely from a recog- 
nition of its social necessity, but at the same time on account of 
pressing financial needs.” * It is not strange, then, that the law 
did not fulfil the requirements of an equitable income tax. Its 
most serious defect was the retention of a maximum limit to 
the rates. Besides this the classification was not fine enough ; 
that is, the dividing limits between the classes were too far 
apart. The result was a rather wide variation in the rate per 
cent. of the tax; for while, as we have seen, it was 3 per cent. 
of the minimum income in each class, on the maximum income 
it was in most cases equivalent to only about 2} per cent. On 
the whole, it may be said that this reform, like the introduc- 
tion of the class tax in 1820, aimed principally at an increase 
in the public revenue, and obtained it by taxing the poor not 
less and the rich considerably more. 

The conditions under which the next reform was accom- 
plished, in 1873, were more favorable, since at that time any 
increase of taxes was not necessary. On the contrary, the 


. state of the public finances was such—thanks to the French 


milliards — that the people felt justified in demanding some 


* Adolph Hel:!, Linkommensteuer, p. 293. 
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relief from taxation, and it was partly in response to this 
demand that the reform was undertaken.* The grist and 
slaughter tax was repealed, to be replaced in those cities 
where it had existed by the class tax. The latter was now 
recognized as being, in fact, an income tax which was to be 
assessed “on the basis of the estimated value of the annual 
income.” | This was only a recognition of what had long 
been the case in actual practice. Indeed the instructions for 
the assessment of the tax issued by the finance minister in 
1867 had designated numerically certain incomes which were 
to be treated as Anhaltspuncte in assessing the several rates, 
and stated furthermore that the “presumable income” of the 
tax-payer was to be regarded as “not indeed the sole deter- 
mining factor in the assessment, but still the principal one.” ¢ 
Other circumstances were also to be considered, whereas the 
income tax was assessed “ solely on the basis of income.” This 
distinction between the two taxes was, on the whole, still 
maintained in the law of 1873, except as regards the two 
lowest classes of the income tax. (See pp. 221, 222.) 

The maximum income subject to the class tax remained, as 
before, 1,000 thalers, or 3,000 marks; but now for the first 
time the law also prescribed a minimum taxable income. The 
limit selected was 420 marks, all incomes below that being 
thus exempted from direct taxation. The intention appar- 
ently was to exempt all who had previously been assessed with 
the lowest tax (4 thaler), which now disappeared from the 
scale of rates.§ This, we may say, was the final disappearance 


* The reform of 1873 increased the direct taxes by 4,733,500 thalers, and reduced 
the indirect by 6,618,433 thalers. The first assessment of the income tax under the 
new law yielded 8,187,652 thalers, or about a million more than had been estimated. 
Camphausen’s Re) ort of 1875, quoted in Zeitschrift des preussischen statistischen 
Bureaus, 1875, p. 112. 

t+ Gesetz vom 25 Mai, 1873, § 7. The text is contained in Annalen des deutschen 
Reichs, 1874, and in Zeitschrift des preussischen statistischen Bureaus, Bd. 15, 1875. 
See also A. Held, Die neuen preussischen Steuergesetze, in Jahrbiicher fiir National- 
sbkonomie, Bd. 20 (1873), p. 369. 

t Zeitschrift des preussischen statistischen Bureaus, Ba. 8 (1868), p. 26, §§ 19-32. 

§ In 1873, out of 9,300,000 persons assessed under the class and income tax 
5,000,000 paid the % thaler rate. The number actually exempted when the new 
law went into operation, in 1874, was 6,400,000. See Zeitschrift des preussischen 
statistischen Bureaus, Bd. 15 (1875), p. 112. 
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of the 4 thaler poll tax of 1811. But, while the reform may 
have been prompted to some extent by the desire to relieve 
the poorer classes from the burden of taxation, apparently the 
difficulty and expense of collecting the tax from such classes, 
especially in the larger cities, where the class tax was now to 
be introduced, had the most to do with this new departure.* 
But, in making the tax progressive,—or better, perhaps, de- 
gressive,— there was undeniably the intention of favoring the 
poor. There were twelve rates, ranging from 8 marks to 72 
marks; and the equivalent rates per cent. on the minimum 
income of each class increased gradually from $ per cent. in 
the lowest class to 22 in the highest. The tax on the incomes 
at the lower end of the scale was reduced, while at the upper 
end it remained about as it was before. 

In the income tax the rates were, as before, equivalent to 
3 per cent. of the minimum income of each class. But the 
number of classes was increased, and, more important still, 
the maximum limit to the tax was removed.f Incomes up 
to 780,000 marks were rated in forty classes, and beyond that 
point the tax increased 1,800 marks for every 60,000 marks’ 
increase of income. The same line of reform was carried a 
step farther in the years 1880 to 1883. An increase of revenue, 
derived principally from the imperial tariff and tobacco tax,— 
the proceeds of which, in excess of 130,000,000 marks, are 
divided among the states in the form of the so-called Ueber- 
weisungen,— made a reduction of direct taxation possible, 
which, it was felt, should accrue to the benefit of the poorer 
classes. With this end in view, the two lowest rates of the 
class tax were abolished, thus exempting all incomes up to 
900 marks,¢ and the other rates were reduced, as well as the 

*It was shown, for instance, that in the district of Kinigsberg the collection 
of the class tax from those assessed with the lowest rate had required 354 at- 


tempts to levy execution, of which 167 were unsuccessful, Cohn, Finanzwissen- 
schaft, p. 428. See also Annalen des deutschen Reichs, 1874, p. 943. 


+ The removal of this limit raised the tax of twelve persons, producing an 
increase of 350,000 marks in their total contribution. Cohn, Finanzwissenschaft, 
p. 428. 


+The government proposed to carry the exemption still farther (up to 1,200 
marks); but the Landtag was not willing to do this, and 900 marks still remains 
the maximum income exempt from direct taxation. 
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two lowest rates of the income tax, so that the principle of 
degressive taxation now applied to all incomes under 4,200 
marks. 

Such had been the development of the class and income tax 
down to the reforms of the present year. The law of June 
24, 1891, like that of 1873, has been enacted under favorable 
financial conditions, which relieved the government from the 
necessity of asking for any increase of taxes; and, while the 
reform can hardly fail to make the tax more productive, a 
guarantee has been given that any such result shall not accrue 
to the benefit of the public treasury, but lead to a relief from 
some other form of taxation or else to a reduction in the rates 
of the income tax itself. This time it was the net earnings 
from the state railroads, which, as Cohn says, made it possible 
to indulge in the luxury of distinguishing between a reform of 
the public finance and an increase of public revenue,—an in- 
dulgence which he seems to regard as very improvident, if 
not enervating.* 

But, if fiscal motives be wholly wanting in the new law, 
— which, after all, there is some reason to doubt, f— it only 
adds to the interest and significance of the reform, since, if 
the burden of taxation is to remain the same, but be more 
justly distributed, we may draw some inferences as to 
what ideals of just taxation find favor in Prussia at the pres- 
ent time, even if we must premise that, as is usual in tax 
reforms, considerations of practical expediency have had quite 
as much weight as notions of abstract justice. 

The new law ¢ introduces important changes in the method 
of assessment, the classification, and the. rates. The class 
tax is no longer retained, and the incomes on which it was 


*Cohn, Die preussischen Steuerreform, in Jahrbiicher fiir Nationalikonomie, 
Bd. 56 (1891), p. 20. 


+ Cohn designates the provisions in reference to the application to be made of 
any increase in the tax as “nichts als eine taktische Massregel der Regierung 
gegeniiber dem Landtage.” Jahrbiicher, p. 52. 

tSee Das neue Fink t gesetz fiir die preussische Monarchie, er- 
giinzt und erliutert ... von R. Hiéinghaus; or Zink t gesetz vom 24 
Juni, 1891, nebst Ausfiihrungsanweisungen ... amtlichen Mustern, u. 8. w., 
von P. Krause. 
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formerly assessed are now properly included under the income 
tax; but there is still a distinction as regards the method of 
assessment, since these incomes are, as before, to be estimated 
without, as a rule, requiring any declaration from the tax-payer, 
while for incomes above 3,000 marks a declaration is required. 
This important reform, which has repeatedly been rejected by 
the Landtag, now encountered but little opposition,* and is a 
significant departure from the principles on which the assess- 
ment has heretofore been conducted. The law of 1851 was 
very explicit in the assurance it gave the tax-payer that there 
should be no intrusion into his private business affairs. To be 
sure, the chairman of the board of assessors was to collect 
the fullest possible information in regard to the financial con- 
dition of the tax-payers, but only in so far as it could be done 
without a too searching inquiry,— ohne tieferes Hindringen. 
The other members of the board were to subject the chair- 
man’s results to a careful examination, in which they were to 
make use of all sources of information at their command. But 
here again all intrusive inquiry —jedes listige Hindringen — 
was to be avoided. Even when an appeal was made against the 
assessment, the proper tribunal must endeavor to get at the 
truth by the less rigorous method above described, before it 
exercised the right to institute a more thorough investigation 
and require definite statements from the appellant, summon 
witnesses, and so on.t These provisions were not repealed 
or altered in 1873. The results of this method of assess- 
ment have proved very unsatisfactory. Outside of fixed 
salaries very few incomes have been assessed at their full 
value; and, as might be expected, the wealthier tax-payers 
were generally the ones who profited most by this leniency. 
Of course, from the nature of the case, any estimate of the 
extent of this undervaluation must be inaccurate. Yet it 


* The declaration had been a feature of the unsuccessful income and property 
tax of 1812. It was strongly advocated by Stein and other leading statesmen of 
that period, but was rejected when the class tax of 1820 was adopted. It was 
rejected again in 1847, 1851, and 1869. In 1873 the government, although recog- 
nizing it as a desirable method of assessment, did not venture to propose it, feel- 
ing certain that the Landtag would not adopt it. See Annalen des deutschen 


Reichs, 1874, p. 939. 
+ Gesetz vom 1 Mai, 1851, §§ 22, 23, 26. 
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seems to be the general opinion in Prussia that, on the aver- 
age, incomes have been rated at less than one-half or even 
less than one-third their true value; and this means that in 
individual cases the undervaluation has been far greater.* 

Hereafter the Prussian tax-payer must make out a written 
return of his income, if it exceeds 3,000 marks, entering it 
under the following four heads: 1. Income from invested 
capital; #.e., interest and dividends. 2. Income from real es- 
tate,— aus Grundvermégen,— whether derived from its use or 
its ownership or both. 3. Profits or the earnings from trades, 
industries, and mines. 4. Wages, salaries, professional earn- 
ings, or pensions, annuities, or other sources of periodical in- 
come not included under the first three heads. It is only 
necessary to give the lump sum under each head without any 
further specifications. No oath is required, but simply an 
affirmation of the truth of the statement. These returns are 
subjected to the supervision of a county (A7veis) board of asses- 
sors, the majority of whom are elected in the county or assess- 
ment district, while the minority, including the chairman, are 
appointed by the government. If the tax-payer refuses to de- 
clare his income, he loses, in the first instance, the legal right 
of complaint or appeal against the official assessment; and, in 
case of a second refusal, the assessment is increased 25 per 
cent. False declarations, wilfully made, are punishable with 
heavy fines.t In this way, it is expected to obtain approxi- 
mately correct returns. Whether this expectation will be 
realized remains to be seen; but there are good reasons to 
believe it will not, especially as this change is accompanied, 
as we shall see, by an increase in the rates on large incomes. 
In this connection, I may quote the opinion of Professor Del- 
briick of Berlin, expressed in the way of comment on a noto- 
rious case, which came up in the courts recently, where it was 
proved that a group of wealthy tax-payers had been assessed 
altogether too low: — 


The Bochum tax case is seasoning for the new income tax law. The 
rich men in that place have almost all been assessed too low by half 


*See Annalen des deutschen Reichs, 1874, pp. 929 and 339; also Cohn, Die preuss- 
teche Steuerreform, in Jahrbiicher fiir Nationalikonomie (1891), Bd. 56, p. 31; 
and Delbriick, as quoted below. 


+ Gesetz vom 25 Juni, 1891, §§ 12-15 and 24. t Ibid., $§ 30, 34, 35, 66. 
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and two-thirds, and to such a scandal as that, it is said, the declaration 
ought to and will put an end hereafter. ‘‘ Ought to.’? Yes, but ‘ will ’’ 
as well? In the first place, I dare make the assertion that in the entire 
monarchy the case is the same as in Bochum. Select at random any city 
or county, subject it to the same test, and you will reach the same results. 
Without doubt the declaration will secure better returns than the pre- 
vious method of assessment. For once we will venture to prophesy, and 
say that (apart from the new tax on corporations and the higher rates) 
it will secure an increase of from 25 to 80 per cent. Had it not been for 
the Bochum case, we would have said 25 per cent.; but the alarm which 
this affair has occasioned may well help us to 30 percent. But by how 
much was the assessment too low in the Bochum case? By one-half to 
two-thirds, and even more. This amount will not come to light even 
under the new system. . . . So long as we have not reached an inheritance 
tax and a considerable reduction in the communal sur-taxes, the declara- 
tion will be of little benefit. The strictest control and a reasonable 
moderation in the rates,— without these two wheels it is impossible to 
set the wagon going. (Preussische Jahrliicher, July, 1891.) 


The assessment of incomes, then, in Prussia, has not been 
so very much better than that of personal property in Amer- 
ica; nor is it certain that the new law is going to solve the 
problem for the former country. Yet in Prussia there is an 
efficient and reliable civil service; and the private citizen, 
moreover, is accustomed to submit to a good deal of investiga- 
tion of his affairs on the part of the public authorities, All 
this renders the success of such a law more probable there 
than in America, where, indeed, the attempts already made in 
certain States to secure correct returns of personal property 
by means of declarations have proved wholly ineffectual.* 

In grading the incomes, the new law has made the divisions 
much finer than before. There are now 75 grades or classes 
for incomes from 3,000 up to 120,000 marks, while under the 
law of 1873 there were only 27, and before that 19. Beyond 
this point the increment of increase in the new classification 
is 5,000 marks, while in the old it was for a few grades 24,000 
marks, and finally mounted to 60,000. As a result of this 
change, it is now necessary to ascertain the tax-payer’s income 

*See Ely, Taxation in American States and Cities, p. 146 et seg. The fail- 
ure of our personal property tax is admitted by all who have been familiar with 
its workings. But whether, in the event of the adoption of income taxes in our 


States, a correct assessment would be much easier may be doubted. We could 
hardly hope for better results than in Prussia. 
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with an approach to accuracy which was not required before, 
and would at any rate be impossible without the declarations. 
Under the former classification, the assessors, even though 
they were required to avoid jedes lastige Hindringen, might 
perhaps decide with some confidence that a man’s income 
was, for instance, somewhere between 60,000 and 72,000 
marks. Any variation within these limits could be neglected, 
since it did not affect the rate. Under the new law, how- 
ever, there are now seven classes within the same limits; 
and it is necessary to decide whether, in the given case, the 
income is between 60,000 and 62,000 marks, or between 62,000 
and 64,000, and so on, thus implying a pretty exact knowl- 
edge of the financial situation of the tax-payer, such as could 
hardly be obtained without his co-operation. Moreover, when 
once the income is ascertained, the new classification will have 
the effect of increasing the tax in most cases, for the reason 
that, under a classified income tax, the amount by which any 
income exceeds the minimum limit of the class in which it is 
rated is practically untaxed. The narrower the classes, there- 
fore, the smaller these portions of untaxed income must be.* 

Of especial importance are the changes which the law 
has made in the rates.t Beginning with the lowest class, 
which includes incomes from 900 to 1,050 marks, the tax is 
6 marks, being equivalent to about .62 of 1 per cent. of the 
mean income. This rate increases until it reaches 3 per cent. 
on an income of 10,000 marks, which, it will be remembered, 
was the uniform rate per cent. of the former income tax. In 
the ministerial bill the progression ceased at this point; and 
thereafter the rate was uniformly 3 per cent. of the mean in- 
come in each class.$| But the Lower House of the Landtag 
was not content with this. Unlike its predecessor of 1847-51, 
it was more radical than the government, and in the bill as 


*If illustration be needed, take the case considered abeve, and we see that 
formerly an income of 72,000 marks was taxed no more than one of 60,000 (or, 
strictly, 60,001 marks). Here, then, were 12,000 marks of income practically un- 
taxed. Under the new classification, the untaxed portion of any income at this 
part of the scale could not exceed 2,000 marks. See Appended Table, p. 226. 


t See § 17 of law of 1891. 


$ The ministerial bill, with the official explanation of its provisions, is in the 
Finanz Archiv, 1890, p. 643. 
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finally passed the 3 per cent. rate is retained only on incomes 
between 10,000 and 30,000 marks. Then the progression begins 
again, and continues until the rate reaches 4 per cent. on an 
income of 100,000 marks. Thereafter this remains the uni- 
form rate per cent. estimated on the minimum income of each 
class; or, in other words, the tax increases 200 marks for every 
5,000 marks’ increase of. income.* Speaking generally, then, 
the effect of the new law is to lower the tax on incomes under 
10,000 marks and increase it on higher incomes. And even 
for incomes between 10,000 and 30,000 marks, where the rate 
is nominally, as before, 3 per cent., there is really an increase of 
taxation resulting: first, from the increase in the number of 
classes; and, secondly, from the fact that the tax is now 8 per 
cent. of the mean instead of the minimum income in each 
class. To illustrate: under the old law an income between 
14,400 and 16,800 marks was rated in class 12 and assessed 
432 marks; under the new law this income would be taxed 








as follows: — 
SR 
Class. Income. Tax (= 3 per cent, of the mean income). 
30 13,500-14,500 420 
31 14.500-15,500 450 
32 15,500-16,500 480 
33 16,500-17,500 510 





There is here, then, a slight reduction in the tax on incomes 
between 14,400 and 14,500 marks, but above that point the 
tax is more than it was under the old classification. (See 
Appended Table, p 226.) 

In the assessment of small incomes, the Prussian law has 
always favored the tax-payer by granting a partial or com- 
plete abatement of his tax, if he had to support a large family, 
or contend with any special misfortunes or disadvantages, such 
as serious cases of sickness, accident, fire, floods, or debt. This 

*It must not be forgotten that these rates by no means give the full amount 


of the income tax. The communal sur-taxes must be added to the state tax, and 
often have the effect of more than doubling the rates given above. 
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was a feature of the class tax of 1851.* The law of 1873 
retained this feature, and introduced it for the two lowest 
grades of the income tax as well,t so that all tax-payers 
whose incomes did not exceed 4,200 marks were entitled to 
this special consideration, although under the income tax 
the reduction could not be carried farther than to the next 
lower rate. The law of 1891 gives a still wider application 
of this principle, by permitting a reduction of the tax to 
an extent not exceeding three grades on account of “any 
special economic conditions which seriously impair the effi- 
ciency (Leistungsfahigkeit)” of the tax-payer whose taxable 
income does not exceed 9,500 marks. The exact nature of the 
special economic conditions is not more definitely described, 
but presumably the intention is to include such cases as were 
expressly mentioned in previous laws. The case of children 
in the family, however, is especially provided for; and, while 
the reduction is confined to the incomes under 3,000 marks,— 
a return in this case to the limit of 1851,—it is not as before 
simply permitted, but is required and definitely regulated by 
law, since for every dependent member of the family under 
fourteen years of age 50 marks must be deducted from the tax- 
able income of the head of the family.¢ This of itself would 
not in every case produce a reduction of the tax; but the law 
further provides that, if there are three or more such members 
in the family, the tax itself must, at all events, be reduced by 
at least one grade. 

One other new feature in this law is the taxation of corpora- 
tions and stock companies, which must now pay the income 
tax on all dividends and net earnings above 3} per cent. of 
the capital paid in. The dividends are of course also included 
in the income of the stockholder, and, if he is a Prussian, are 
taxed as such. This results in the double taxation of the 
excess above 3} per cent.; but in this way and to this extent 


*See Veranlagungsgrundsiitze, §§ 19 and 20, in Zeitschrift des preussischen 
statistischen Bureaus, Bd. 8 (1868). 

+ Gesetz vom 25 Mai, 1873, §§ 7 and 20. 

+See §§ 18, 19, of the law of 1891. An income of 950 marks will now be exempt 
from taxation if there is one child under the age of fourteen in the family, an in- 
come of 1,000 marks if there are two such children, and so on. 
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the foreign stockholder is taxed once, which seems to have 
been regarded as a strong argument in support of this provi- 
sion. The double taxation of the Prussian stockholder may, 
perhaps, be defended on the principle of the higher taxation of 
funded incomes, which, as we have seen, was a feature of the 
unsuccessful tax bill of 1847; but the provision appears to be 
simply a compromise between the desire to tax the foreign 
stockholder and the opposition which might be made against 
taxing the Prussian stockholder twice on the full amount of 
his dividends. 

Thus the development of personal taxation in Prussia has 
resulted in the adoption of a partially progressive income tax. 
The general tendency of each reform may be more clearly 
seen, perhaps, if we indicate briefly the steps by which this 
result has been reached. 

1. A uniform poll tax, 1811. 

2. A class tax, collecting somewhat more from the prosper- 
ous and not less from the poor, 1820-21. 

8. To supplement the class tax, an income tax with compar- 
atively few classes, a uniform rate, and a maximum limit, 1851. 

4. Classification made finer, the maximum limit removed, 
and the class tax made practically an income tax, with a pro- 
gressive rate, and the exemption of incomes up to 420 marks, 
1873. 

5. Exemption of incomes up to 900 marks, reduction of the 
remaining rates of the class tax and of the two lowest rates 
of the income tax, 1881-83. 

6. The principle of progression extended to all incomes 
under 100,000 marks, incomes under 10,000 marks taxed less 
than before, and higher incomes more; a declaration of in- 
come by the tax-payer required, and a finer classification 
adopted, 1891. 

In connection with this réswmé it may be well to note that 
such progression as existed in the rates on small incomes 
previous to this latest reform was probably not a true recog- 
nition of the progressive principle of taxation, but simply a 
reduction of the regular rate made in view of the fact that the 
indirect taxes collect proportionally more from the smaller 
incomes than from the larger, so that, when we consider the 
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tax system as a whole, the aim was not progressive, but simply 
proportional taxation. Such a reduction from the normal or 
uniform rate German writers designate as degressive taxation. 
In the new law, however, the progressive principle finds a dis- 
tinct although partial application, since in collecting 4 per 
cent. from incomes of 100,000 marks or more and only 3 per 
cent. or less from incomes under 30,000 marks it is manifestly 
the intention that the rich shall contribute, not simply more 
proportionally than the poor, but also more than men of mod- 
erate means. Strictly considered, then, this is not an exten- 
sion of the progressive principle, but its introduction.* 

In this and other respects the latest reforms show clearly 
the influence of those principles of taxation which have been 
ably advocated by Professor Wagner and, from a somewhat 
different standpoint, by other leading political economists of 
Germany. These principles seem to be growing in popular 
favor, and likely to exert an increasing influence on future 
legislation. The watchword of the German school of econo- 
mists, Besteuerung nach Leistungsfahigkeit, may be regarded 
as a translation of Adam Smith’s well-known phrase “ taxation 
according to the respective abilities of the subjects of the 
state,’— a true Bunsbyan principle, however, of which the 
bearing lies wholly in the application. As interpreted by 
Wagner and his followers, it demands the exemption from 
direct taxation at least of the “existence minimum,” or the 
small incomes which are only sufficient for the necessaries of 
life, the progressive taxation of other incomes, and higher 
rates on the earnings of land and capital than on those of 
labor. This last principle is not openly recognized in the new 
law, but it is practically fulfilled in Prussia by coexisting sep- 
arate taxes on land, buildings, and industries, as well as by the 
tax on corporations already referred to.t Without attempting 
to predict what the next reforms will be, we may safely say 
that the income tax is destined to play a still more important 


*It may be noted that in the communal sur-taxes the progression has often 
been carried much farther and made much sharper than in the state tax. See 
Neumann, Zinkommensteuer, p. 112 et seq. 

t “ Eine Mehrbelastung des fundierten Einkommens"’ was one object of the 
proposed inheritance tax,— a feature of the government programme which the 
Landtag rejected. 
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réle in state taxation; for the finance minister, in explaining 
the government programme, has assured the Landtag that as 
soon as possible, and in so far as the expected increase of 
revenue from the income tax permits, land and buildings shall 
cease to be taxed by the state and be reserved as objects of 
local taxation only. Indeed, the new law contains express pro- 
visions which have this end in view.* This is a reform which 
has long been demanded, and is not yet so near at hand, per- 
haps, as the assurances of the finance minister would seem to 
indicate. When it comes, it will be another step in the direc- 
tion of that division of the sources of imperial, state, and local 
revenues — advocated by Gneist and others—which would 
assign taxes on consumption to the empire, direct personal 
taxes to the states, and taxes on real property to the communes. 


JoszepH A. Hitt. 


*It is provided that the receipt from the income tax above a certain limit — 
80,000,000 marks for the year 1892-93, with an increase of 4 per cent. for each subse- 
quent year—shall be applied to the above purpose. If, however, that is not 
done, the rates of the income tax must be reduced until the receipts come within 
the designated limit. See §§ 82-84, This last provision was doubtless inserted 
to assure the Landtag that the government was not covertly aiming at an increase 
of taxation, since the limit is not above what the estimated receipts of the old 
class and income tax would have been for the next two or three years. 
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SOCIAL AND ECONOMIC LEGISLATION OF THE STATES 
IN 1891. 


Durine the first nine months of 1891 legislative sessions 
were held in thirty-seven States of the Union, and in two of 
the Territories. The Connecticut legislature made no laws, 
and those made by the Georgia legislature during the summer 
and early fall have not yet been printed. The session laws of 
the remaining thirty-five States and two Territories have all 
been examined, but only notes on the more important subjects 
of legislative action within the field of our investigation can 
be presented here: — 


I. Labor and Social Relations. 


That legislatures no longer hesitate to abridge the freedom 
of private contract is made evident by the increasing numbér 
of laws regulating the manner of wages payments. The legis- 
lation of New York of 1889 and 1890 as to weekly payment 
was followed, in 1891, by the passage of similar bills in Illinois 
and Rhode Island; but in the last-named State no exception is 
made of railroad companies, all corporations (including munici- 
pal) being compelled to pay their employees weekly the wages 
earned to within nine days preceding. The Illinois law in- 
cludes in its scope nearly every important class of corporations 
except steam surface railways. Indiana’s requirement of semi- 
monthly payment extends even to private firms and persons ; 
and in Tennessee all railroad, mining, and manufacturing cor- 
porations and firms must hereafter settle with their employees 
at least once in every thirty days. Missouri and Wyoming 
provide that miners’ wages shall be paid twice a month, A 
California law requires either monthly or weekly payments, at 
the option of the employer; but it is difficult to see what 
practical effect this regulation can have, since custom has long 
enforced the thirty-day rule in most business relations, even 
without the sanction of law. The constitutionality of such 
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laws as these has been frequently called in question. An 
Indiana decision in a case arising under a law of 1887, com- 
pelling mine-owners to pay employees in cash every two 
weeks, affirmed the right of the State legislature to prescribe 
the manner in which such payments should be made and to 
declare void all contracts made in violation of such provisions. 
(Hancock e¢ al. v. Yaden, 121 Ind. Reports.) 

Such changes as were made in the law of mechanics’ liens 
were generally in the direction of confirming the priority of 
laborers’ claims for wages in various employments. New laws 
of this kind were passed in about one-third of the States. In 
North Carolina and Tennessee the operation of the mechanics’ 
lien was so extended as to cover railroad contract labor. In 
Idaho, Oregon, and Pennsylvania all debts for labor are to be 
treated as preferred debts in the settlement of estates. 

The important coal-mining interests of several of the inte- 
rior and Western States were more or less affected by the 
passage of “anti-screen ” laws, in the interest, whether real or 
supposed, of the operatives. In the mining of coal in these 
States it had always been the prevailing custom to adjust the 
miner’s wages upon the weight of his carload of lump coal 
after it had passed over a screen. This large coal is the most 
valuable part of the product; but the miners asserted that the 
fine coal which was dropped through the screen was also mer- 
chantable, and that it was a common practice on the part of 
the operators of mines to sell this portion, as well as the lump 
coal, although the original purpose of the screen was to sepa- 
rate the slack and dirt from the coal. This practice was facili- 
tated by the varying sizes of screens, and in 1889 the Indiana 
legislature attempted to remedy the abuse by regulating the 
distance between the bars of screens. Other States had for- 
bidden the use of screens altogether before weighing, thus 
compelling the corporations to pay their miners on the basis of 
the total product, including waste. This course was adopted, 
during 1891, by the legislatures of Illinois, Indiana, Washing- 
ton, and West Virginia. In Illinois especially the passage of 
the bill was hotly contested, the mine-owners alleging that the 
introduction of such a rule would encourage wasteful habits 
among the operatives, since each would be paid the same sum 
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per pound for the contents of his car, regardless of the propor- 
tion of merchantable coal produced, such proportion depend- 
ing largely on the skill and care of the miner in his work. An 
unskilful or careless miner, it was said, would make double the 
amount of fine and slack coal in mining a cubic yard that a 
skilful and careful one would. The miner, it was argued, 
should not be paid for the chips he makes in his work. Like 
the carpenter and the cabinet-maker, when not paid by the 
day, he should be paid for the finished work he produces. 
The miners, on the other hand, instanced the use of “ break- 
ers” or crushers in mines for the apparent purpose of increas- 
ing the output of screenings. Such instances, if well attested, 
would go far to show that the operators’ fears of careless 
workmanship were quite superfluous, to say the least. It 
should be stated, however, that in their address to the Illinois 
legislature no specific cases were cited by the miners, who 
contented themselves with the statement that the use of 
breakers was “ quite general in some places.” As is often the 
case in such controversies, the parties failed to join issue. 
The operators never fully met the allegation of injustice in 
depriving the laborers of all compensation on a large propor- 
tion of the product of their labor,—in some instances, nearly 
one-half; and the miners, in turn, offered no satisfactory guar- 
antee against the wastefulness likely to result under the new 
system. Notwithstanding the vigorous protests of the coal 
companies, the bill became a law, but within a few months 
after its passage the system of “ piece work” was largely abol- 
ished in the Illinois mines, the miners consenting, after pro- 
longed strikes throughout the State, to be paid by the day for 
their labor; and so the law is of small practical effect, and the 
discussion preceding its adoption is of interest only as it is 
transferred to other States. 

Another measure which met with the persistent opposition 
of the Illinois coal companies was the bill prohibiting “truck” 
payments of wages. The main grounds of opposition to the 
truck system are well known. It has been frequently asserted 
by labor agitators and others that undue influence is often 
exerted to compel employees to trade at the “company” 
stores. In Illinois the miners charged that discrimination, 
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and even dismissal from service, had resulted from the mere 
failure to deal at these stores, where the company’s checks are 
accepted for all purchases in lieu of cash. Further, it was 
urged that such a monopoly of the retail trade of the com- 
munity is a standing injustice to outside merchants, and a 
menace to the prosperity of mining and manufacturing towns. 
That these arguments were effective with legislators is attested 
by the sweeping character of the “anti-truck” enactments of 
Illinois and Washington, which require the payment of wages 
in cash or in orders payable in cash, and forbid the giving of 
orders payable otherwise than in cash in lieu of such payment. 
The coal companies, however, have not closed their stores. 
They are still run under a new firm name, and in some mining 
districts they are kept open by the companies in open defiance 
of the law. The end is reached more directly, perhaps, by the 
new Pennsylvania statute which denies to mining and manu- 
facturing corporations the privilege of keeping general supply 
stores on any terms; but even here evasion is entirely possi- 
ble. Indiana makes it unlawful for employers to sell goods 
to employees at a higher price than to others. 

The legislation affecting female operatives was chiefly con- 
fined to new requirements for providing seats for women and 
girls in manufacturing and mercantile establishments in Indi- 
ana and Missouri, and separate toilet-rooms for such employees 
in Ohio. The employment of women or girls in coal mines 
was unreservedly forbidden in Indiana and Pennsylvania. 

The labor of children is placed under new restrictions in sev- 
eral States. The minimum age at which employment in man- 
ufactories and mines is permitted varies from twelve years in 
West Virginia to fourteen in Ohio, Washington, and Wiscon- 
sin. In Indiana and Pennsylvania, also, boys under fourteen 
are forbidden employment in coal mines. [Illinois fixes the 
age limit in general at thirteen years. 

In Michigan all newsboys and boot-blacks in the cities and 
towns are required to have a license. This license, hereafter, 
is to be withheld from such as have not attended school for 
at least four months of the preceding twelve. As to compul- 
sory education laws in general, it cannot be said that much 
real progress was made by any of the States during the year. 
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The exciting controversy of 1890 in Illinois and Wisconsin 
over the question of requiring instruction to be given in the 
English language was carried into the legislatures, and ended 
in the repeal of the Wisconsin law which had established the 
requirement, while the companion statute in Illinois was left 
intact. The new compulsory law in Wisconsin has no features 
of especial interest. This is also true of the compulsory clauses 
in the new school codes of Idaho and South Dakota. All are 
without novelty; and the machinery for their enforcement is 
apparently as hopelessly weak and inefficient as in older States 
whose experience, one would think, might have been profita- 
bly studied. The age of required school attendance is usually 
from seven to thirteen. Massachusetts, which does attempt, 
with apparent success, to enforce compulsion, amended her 
law by raising the maximum age to fifteen years in cities and 
towns where there is industrial training in the schools. The 
regular period of attendance in Massachusetts is between the 
ages of eight and fourteen. Delaware and Nebraska each 
passed a free text-book law. 

Thus far the only noteworthy legislative response to the 
demand of organized labor for an eight-hour day was the pas- 
sage of the Nebraska law of last winter, which provides that 
“eight hours shall constitute a legal day’s work for all classes 
of mechanics, servants, and laborers throughout the State of 
Nebraska, excepting those engaged in farm or domestic labor.” 
All State or local officers violating this provision are to be 
deemed guilty of malfeasance in office, and subject to removal 
or suspension ; and it is further provided that “any employer 
or corporation working their employees over the time specified 
in this act shall pay, as extra compensation, double the amount 
per hour as paid for previous hour.” (The Italics are ours, 
but the grammar is the legislators’.) A question of construc- 
tion at once arises. _What is meant by “ previous hour”? A 
man who is paid two dollars a day as regular wages would 
evidently be entitled to receive fifty cents for the first hour of 
over time, since that is double the amount paid for the pre- 
vious hour (the eighth). Shall he, then, for his second hour 
of over time receive one dollar, and for the third two dollars, 
etc.? The language of the law has been so construed. In- 
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deed, this seems the most reasonable interpretation of the ex- 
pression “ previous hour,” although probably not the intent of 
the law-makers. Employers exacting more than eight hours 
of labor for one day’s pay shall be deemed guilty of a misde- 
meanor, and punished by a fine of not less than $100 and not 
more than $1,000. 

For labor on all State and municipal works the eight-hour 
day was adopted by Idaho and Kansas, and for coal-miners by 
Wyoming; but nowhere except in Nebraska has it been ex- 
tended beyond these privileged employments. 

Some effort is being made in a number of States to regulate 
the hours of railroad labor. Ten hours has been very gen- 


erally established as the legal day; and the number of consecu- 
- tive hours of service has been limited in Minnesota to twenty, 


and in Colorado to eighteen. Ohio began the movement, in 
1890, by placing the limit at twenty-four. 

It may be of interest to note here that the Texas legislature 
has formally defined, by statute, the terms vice-principal and 
fellow-servant as applied ,to railroad employees. Vice-prin- 
cipals are “all persons engaged in the service of any railroad 
corporations, foreign or domestic, doing business in this State, 
who are intrusted by such corporation with the authority of 
superintendence, control, or command of other persons in the 
employ or service of such corporation, or with the authority 
to direct any other employee in the performance of any duty 
of such employee.” Fellow-servants are “all persons who are 
engaged in the common service of such railway corporations, 
and who, while so engaged, are working together at the same 
time and place to a common purpose of same grade, neither of 
such persons being intrusted by such corporations with any 
superintendence or control over their fellow-employees, pro- 
vided that nothing herein contained shall be so construed as 
to make employees of such corporation, in the service of such 
corporation, fellow-servants with other employees of such cor- 
poration engaged in any other department or service of such 
corporation.” 

The same law declares invalid all contracts limiting the em- 
ployer’s liability for injury to the employee. Wyoming also 
passed an employers’ liability act to apply to all classes of 
labor. 
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New Jersey makes it illegal for employers to make deduc- 
tions from wages for the relief or assistance of the employee. 

The new factory law of Missouri requires an inspector to be 
appointed for each city of five thousand population or over. 
All accidents must be reported to the commissioner of labor 
statistics and the city physician. Belting, shafting, etc., are to 
be guarded, or notice of danger posted; women and minors 
shall not be required to clean machinery in motion; hatch- 
ways and elevators must be protected by trap-doors and 
hatches; fire-escapes are to be provided; all doors to open 
outwardly; factories and workshops to be lime-washed or 
painted; explosives or inflammable material not to be allowed 
to obstruct egress; facilities for washing and dressing to be 
furnished ; a system of ventilation is required, and, wherever 
necessary, fans to prevent the inhalation of dust and smoke; 
overcrowding is prohibited, and all kinds of scaffolding must 
be safely supported. This enumeration of the various mat- 
ters with which the law deals, while only a partial one, may 
suffice to convey some idea of the minuteness with which 
modern legislation in this country attempts to inspect, super- — 
vise, and regulate the details of industrial life. Nothing could 
more clearly illustrate the well-known prodigality of our leg- 
islatures in the mere creation of legal restrictions with slight 
reference to their enforcement. It is hardly to be expected 
that a single official in each manufacturing centre can success- 
fully prosecute, alone and unaided, one-half of the reforms de- 
manded by this Missouri statute; and it may well be doubted 
whether even the framers of the measure seriously expect to 
witness its enforcement. 

The same reflections are inspired, though to a less degree, 
by a perusal of the different laws passed during the year for 
the inspection and regulation of coal mines. The chief ends 
sought by these laws are better ventilating systems in the 
mines, more numerous escape-shafts, safer hoisting apparatus, 
more frequent inspection of machinery and engine-boilers, 
and various other provisions to promote the safety of miners. 
State and district mine inspectors are charged with the gen- 
eral oversight and seeing that all legal regulations are complied 
with, and the task is not a sinecure. Laws of this character 
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were passed in Indiana, Montana, and Wyoming. That of 
Pennsylvania is the most elaborate and complete. 

Tennessee establishes a bureau of labor statistics. The 
chief functions of the commissioner, however, are those of a 
mine and factory inspector. South Dakota abolishes the labor 
bureau recently created there. 

In California a board of arbitrators for the settlement of 
labor differences is established. A peculiar law in Pennsyl- 
vania concerning strikes makes it lawful for any employee to 
refuse to work, when in his judgment the wages received are 
too low, or when continued labor would be contrary to the 
rules of his union, provided such rules are not in conflict with 
State or federal constitutions. 

Trade-marks and labels used to designate the products of 
the labor of members of unions and associations may now be 
registered and granted State protection in Illinois, Kansas, 
Maine, Michigan, Nebraska, and Wisconsin. General trade- 
mark laws, applying to all kinds of manufactures, were passed 
in Colorado, Indiana, and Washington. Each of these laws 
operates only within its own State, but the provisions are 
practically the same as those of the federal trade-mark law. 

“ Blacklisting ” of employees is forbidden ‘in Missouri and 
Montana. The employee is entitled to receive the reason for 
his discharge in every case. Oregon prohibits boycotting. 

One incident of several of the largest strikes of recent years 
—the employment of posses of private detectives furnished 
by various agencies — has developed an opposition to non-resi- 
dent peace officers, resulting in the passage of prohibitory 
measures during the past year in Arkansas, Colorado, Idaho, 
Minnesota, New Mexico, and Wyoming. All non-residents 
are disqualified to serve as deputy sheriffs or other officers of 
the local governments. 

The Chinese exclusion act of California deserves attention, 
not merely on account of the relation which it bears to certain 
phases of the labor problem as developed on the Pacific slope, 
but because State regulation of immigration is itself no com- 
mon phenomenon in American government. The situation is 
rendered the more peculiar by the existence of the federal 
statute of 1888, which has been in full operation for more 
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than two years. There is a conflict of State with federal law, 
apparently, in the first section of the new act; for by the terms 
of this section all Chinese except representatives of the gov- 
ernment, with their body and household servants, are forbid- 
den to come to or within the State, “whether for the purpose 
of transit only or otherwise,” while the federal law admits to 
the United States not only government officials, but “teachers, 
students, merchants, or travellers for pleasure or curiosity,” 
provided only they have the permission of their own govern- 
ment to enter our territory. The same person, then, might 
be granted permission to land at San Francisco as a port of 
the United States and at the same time refused permission by 
the State government to land at that or any other port under 
the jurisdiction of California. 

This anomalous condition of affairs is not likely to cause 
much serious embarrassment, since the tenor of all the deci- 
sions of the United States courts on cases in point confirms 
the exclusive exercise of the power of restricting immigration 
by Congress as a regulation of commerce. (Chy Lung ». Free; 
man et al., 92 U. 8S. Reports.) All the former restrictive 
legislation of California was held unconstitutional. 

The present law further provides for a complete registration 
of all the Chinese in the State. Each individual must apply 
to the State commissioner of labor statistics for a certificate 
containing a statement of his age, birth, and other particulars, 
together with his photograph. This paper must be presented 
on purchase of railroad or other transportation tickets any- 
where in the State, and any Chinaman found within the State 
who cannot produce a certificate of residence will be at once 
transported to China. 

The Idaho legislature has taken steps to enforce the consti- 
tutional prohibition of alien labor on State and municipal 
works. The strong feeling in the West against alien owner- 
ship of real estate is indicated by the passage of prohibitory 
enactments in Idaho, Kansas, and Texas. Land acquired by 
aliens through the enforcement of liens, or by inheritance, 
must be sold within five years, or it reverts to the State, in 
Idaho, and in Kansas only three years is granted, except in 
case of minors, who are allowed to hold land five years after 
attaining their majority. 
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II. Finance and Corporations. 


Perhaps the most interesting questions in commonwealth 
finance discussed during the year were those that arose in 
connection with the disposition of the direct tax refund. Only 
ten of the States decided what should be done with the moneys 
received from the general government. Of these, only four — 
Arkansas, Delaware, North Carolina, and Tennessee — have 
undertaken to return the tax to the persons who originally paid 
it to the United States, or to their legal representatives. Ind- 
iana and Vermont, on the other hand, apply the money to 
immediate State uses, transferring the entire amounts received 
to their general funds. Ohio divides her share between the 
general and sinking funds, while Pennsylvania adds all hers to 
her sinking fund. Missouri’s portion goes to the University 
fund, and the greater part of Wisconsin’s is apportioned among 
the several school and normal school funds of that State. 

As to the general laws for the taxation of property, while 
there was much overhauling of the statutes and more than 
the usual amount of public discussion, in about one-third of 
the States, the result, on the whole, is disappointing. No dis- 
tinctively new, or even radically modified, system was any- 
where evolved. Where there was confusion before, it is not 
less confounded now. 

Thirteen States made important changes in their assessment 
and tax codes, and in at least eight of these the changes chiefly 
had to do with the introduction or perfection of the listing 
system of assessment, i.¢., the method now very generally 
employed of valuing personal property from sworn itemized 
statements turned in by the individual tax-payers. These 
States were Colorado, Indiana, Michigan, Montana, Nevada, 
North Carolina, South Dakota, and Washington. 

The Indiana law (Chap. 99, Indiana Laws of 1891) occupies 
ninety-three octavo pages, and is intended to be a complete 
compendium and revision of the tax legislation of that State. 
Its provisions, generally speaking, are not novel; but the sec- 
tions prescribing the mode of listing property are of interest as 
showing to what lengths those enthusiasts may go whose faith 
is pinned on what may be termed the economic efficacy of the 
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oath. The sworn list is an inventory, as complete as the legis- 
lative foresight could devise, of the citizen’s possible posses- 
sions. It begins with a group of ten items which are termed 
credits. These are annuities (including United States pen- 
sions?), bonds, notes secured by mortgage, other notes, accounts, 
demands and claims, deposits in banks, deposits with other cor- 
porations, deposits with individuals, other amounts due. From 
the aggregate of credits a deduction is to be made of the total 
indebtedness of the tax-payer. Then follows a schedule of 
chattels, comprising eighty-three separate articles. In case 
the party has no assessable property corresponding with the 
terms used in any item, the word “none” must be written 
after that item, and every item in the list must be answered. 
The values affixed must be prices which could be obtained for 
the articles at private sale, and not at forced or auction sale. 
Finally, the party makes oath that his statement contains a 
true, full, and complete list of all property held or belonging 
to him on the first day of April, including all personal property 
appertaining to merchandising, whether held in actual posses- 
sion or only having been purchased with a view to possession 
or profit, and all personal property appertaining to manufact- 
uring, and all manufactured articles, whether on hand or 
owned. He further swears that all deductions claimed from 
credits are bona fide debts for a consideration received, and do 
not consist in any part in bonds, notes, or obligations of any 
kind given to any insurance company on account of premium 
or policies, nor on account of any unpaid subscription to any 
literary, scientific, or charitable institution or society, nor on 
account of any subscription to or indebtedness payable on 
capital stock of any company, whether incorporated or unincor- 
porated ; and that since the first day of April of the preceding 
year he has not directly or indirectly converted or exchanged 
any of his property temporarily, for the purpose of evading 
assessment, into non-taxable property or securities of any 
kind. 

The results of the trial in New York of the collateral inher- 
itance tax were so satisfactory as to induce the legislature to 
establish a tax of 1 per cent. on direct inheritances exceeding 
$10,000. This is in addition to the collateral inheritance tax 
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of 5 per cent., which has been in force for several years, and 
which Massachusetts has just made a part of her fiscal policy. 
The rate of State taxation on real estate is lower at present 
than for many years in New York, as a result of the constantly 
increasing income from other forms of taxation. 

Among the laws regulating the incorporation of banks and 
the conduct of banking business, there are few of general 
interest. Chapter forty-three of the Kansas laws is an attempt 
to codify and digest all the legislation of that State on the 
subject. It contains no new features of importance. Penn- 
sylvania and New Jersey establish State banking departments. 
New Hampshire requires all trust deposit companies receiving 
savings deposits to conduct that branch of their business as a 
separate department, amenable to the laws governing savings- 
banks. South Dakota adopts a State banking law. 

In ten States new laws were passed for the regulation of 
building associations. The most marked point of variance 
was the problem of taxation. In Nebraska associations are 
not to be taxed on their capital stock, but the shares are to be 
assessed to the individual holders. In New Hampshire, on the 
other hand, each association pays an annual tax on the whole 
amount paid on its stock, less the amount of notes which it 
holds secured by mortgages on the homesteads of debtors, on 
which the debtors pay taxes. No other tax is to be assessed 
on the stock, or against the holders on account thereof. Still 
another plan is that of Ohio, where the stock is exempt from 
taxation, save that shares on which no loans have been made 
or money advanced by the company are held as personal 
credits, and assessed to members individually. 

Minnesota, whose experience with building associations has 
been instructive, prohibits preferred or non-contributing stock. 
California demands of all associations incorporated under the 
laws of other States a deposit of $50,000 before they can do 
business within her borders. Ohio requires double that 
amount. 

The anti-trust laws of Alabama, Illinois, Minnesota, Mis- 
souri, New Mexico, and Tennessee, are similar in terms to 
those of other States, and to the interstate law passed by 
Congress. 
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The legal rate of interest is placed at 5 per cent. in Illinois, 
6 in Michigan and Texas, and 8 in Missouri. Usury is de- 
fined in Florida as the exaction of more than 10 per cent. 
interest, while in Texas the line is drawn at 12 per cent. 

Heavy restrictions continue to be laid upon the business of 
“foreign” insurance companies in most of the States. All 
the ingenuity of legislators and State officials is called into 
play to circumvent adroit schemes for the evasion of taxes 
imposed on these outside companies by the State governments. 
Indiana and Ohio have found it necessary to require all such 
corporations to do all insurance business in offices located 
within the State. Formerly taxation was evaded by writing 
policies on Ohio and Indiana property in offices located in 
other States. Maine, also, requires the agents of foreign 
companies to be resident in the State. In New Hampshire a 
retaliatory insurance law was passed, which empowers the 
State commissioner to adopt reciprocal regulations in regard to 
insurance companies incorporated in other States. New Jer- 
sey, however, has apparently found herself the sufferer from 
this kind of legislation in the past; for she has dropped the 
2 per cent. tax from all companies organized in other States 
of the Union, and has even increased slightly the taxation of 
her home companies. It is understood that New Jersey com- 
panies were very heavily burdened in some other States as a 
retaliation for the 2 per cent. impost which she exacted 
from companies having home offices in those States. 

Six more States forbid discrimination by insurance com- 
panies in favor of individuals, in the amount of premium or 
rates charged; and New York makes illegal any such discrimi- 
nation against persons of color. 

Massachusetts provides for the appointment of referees to 
settle matters of difference between insurers and insured in 
case of loss or damage by fire. 

The consolidation of railway corporations is regulated by 
new statutes in Alabama, Idaho, Tennessee, and West Vir- 
ginia. Illinois legalizes the holding of stock in connecting 
lines in other States by a railroad company. 

Arizona exempts from taxation for a period of twenty years 
the property of all railroads built through the Territory with- 
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out subsidy aid. No changes of importance are to be noted 
in any of the States in the various systems of railroad taxation. 

Early in the year there was some prospect of radical railroad 
legislation in several of the Western States, especially in the 
direction of tariff regulation. Very little was accomplished, 
however, beyond the establishment of a commission in Texas 
with power to fix both freight and passenger rates, and the 
passage of a maximum passenger rate bill in Arizona, the 
maximum being 5 cents a mile. The Texas commission is 
appointed by the governor, while that of North Carolina is 
elected by the General Assembly. Both commissions are 
instructed to co-operate with the Interstate Commerce Com- 
mission in removing inequalities in the application of through 
freight tariffs, and both laws contain long and short haul 
clauses almost identical in terms with that of the federal law. 
The Arizona commission has only advisory powers, and cannot 
enforce rates. 

Oregon makes the requirement that the railroads submit 
schedules of transportation charges to the State commission 
for approval. 

North Carolina declares the business of ticket-brokers un- 
lawful, and at the same time makes it mandatory on the 
companies to redeem all unused tickets. 

In Alabama, Arkansas, Tennessee and Texas the railroad 
companies must furnish equal but separate accommodations 
for white and colored passengers ; while in North Carolina it 
is left optional with the railroad commissioners to enforce this 
regulation. In Texas, where the colored population is rela- 
tively small, there is much opposition to the law, since it 
necessitates the hauling of empty coaches on many trains. 

Only a few of the various provisions for the safety of pas- 
sengers and train hands can be enumerated here. Nebraska 
refuses longer to permit the old method of coupling cars, but 
hereafter automatic or safety couplers or draw-bars must be 
used. Massachusetts at last pronounces against the car stove. 
In Colorado companies are forbidden to employ persons under 
eighteen years of age, and with less than one year’s experience 
in telegraphing, to receive or transmit train orders. In Ohio 


the number of hours of consecutive service of railroad tele- 
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graph operators is limited to twenty-four (certainly not an 
extravagant restriction). Ohio also requires that all conduct- 
ors and engineers be experienced in running trains, and not 
addicted to drink. 

Wisconsin is the last State to prescribe gates at grade cross- 
ings in cities and villages. Indiana requires flagmen at all 
crossings where switching is done. The liability of unfenced 
railroads for stock killed or injured is asserted by Florida, 
Montana, and Ohio. Arkansas does not attempt to compel 
the corporations to fence; but, while admitting that most of 
the roads in the State are unfenced, ascribes accidents to in- 
sufficiency of care on the part of train officials, and requires 
that hereafter a lookout be maintained for the protection of 
persons and property. 

Express charges are to be determined in Texas by the 
railroad commission, in Vermont by reference to a fixed sched- 
ule, and in New Mexico by comparison with ordinary railroad 
freight rates, the maximum express charge in every case being 


one and one-half times the corresponding freight charge. , 


New Mexico also imposes a tax of 2 per cent. on the net 
receipts of express companies, and requires them to keep 
agencies at every railroad station where the railroad has an 
agent. 

Noteworthy attempts at warehouse regulation were made in 
Kansas, Nebraska, and North Dakota. In Kansas the term 
“public warehouse” is applied to any warehouse in which 
“grain is stored in bulk, and in which the grain of different 
owners is mixed together, or in which grain is stored in such a 
manner that the identity of different lots or parcels cannot be 
accurately preserved, and doing business for a compensation, 
and having a capacity of not less than 75,000 bushels.” The 
definitions laid down by Nebraska and North Dakota are more 
inclusive. All elevators and storehouses where grain or other 
property is stored for compensation are public warehouses. 
The duties enjoined upon public warehousemen are essentially 
the same in all three States. They must procure licenses 
(either from local boards of trade or from State authorities), 
file bonds with the Secretary of State, receive all grain ten- 
dered for storage, issue numbered receipts therefor, cancel all 
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receipts on delivery from store, deliver property on return of 
receipt, furnish statements of condition to State or local 
authorities, post weekly statements of the amount of each 
kind of grain in store, and publish a schedule of rates charged 
for storage. They may clean or dry grain on request of the 
owner, and are held responsible for damage. State weigh- 
masters and inspectors of grain are to be appointed, whose 
duties shall be of a supervisory nature. In North Dakota the 
State railroad commission is intrusted with the oversight and 
direction of the business of grain handling, and a schedule of 
maximum storage charges is established. 

Wim B. Saw. 
New YorkE Stare Lipraky, ALBANY. 























NOTES AND MEMORANDA. 


Tue first number of the Zeitschrift fir Volkswirthschaft, 
Socialpolitik, und Verwaltung, is announced as to appear this 
month in Vienna, under the management of Messrs. Béhm- 
Bawerk, Inama-Sternegg, and Ernst von Plener. The peri- 
odical is to be issued quarterly, and is to be open to the entire 
range of social and economic discussion, both theoretical and 
practical, with no tendency to the support of any special 
school of thought, but with a welcome for all views presented 
and treated in an earnest and scientific manner. The an- 
nouncement and the names of the editors alike bespeak for 
the new-comer an important place in current economic litera- 
ture. It is premised that concrete Austrian questions will’ 
have special attention, and that the periodical will be the organ 
of the “Gesellschaft Ssterreichischer Volkswirthe”; but its 
chief work is certain not to be confined within territorial 
boundaries. The Secretary of the Board of Editors is Dr. H. 
von Schullern, of the Central Statistical Commission, Vienna. 


Tue “ Office du Travail,” established by the French govern- 
ment and referred to in Mr. Wright’s article on “The Evolu- 
tion of Wages Statistics” (see p. 188), is organized as a dis- 
tinct service in the Ministry of Commerce, Industry, and the 
Colonies, by a decree dated August 19, 1891. M. Lax, in- 
spector-general of the Ponts et Chaussées, has been made 
director, and has under his charge two chiefs of section, an 
actuary, and eight clerks of various grades, the total budget 
of the Office being settled at 152,900 francs. 

The duties of the Office are declared to be to compile and 
publish information as to labor, the condition and development 
of production, the organization and remuneration of labor, its 
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relations with capital, and the comparative situation of its 
interests in France and in other countries, and also to make 
such investigations as may be required by the Minister of 
Commerce. For the purpose of investigation outside of the 
Office itself, the director has three permanent delegates, and 
can appoint others temporarily to make special inquiries. 

The statistics and other information prepared by the Office 
are to appear in a periodical, the Bulletin de [ Office du Tra- 
vail, and in special publications as occasion may require. 


Swirzertanp has determined to substitute the issue of 
notes by one large bank under public control for the system of 
issues by numerous banks which has prevailed under the Con- 
stitution of 1874. The issues of the Swiss banks have been 
well protected and have had good credit, but their increasing 
amount has raised the question as to a monopoly of issue 
by government. The amount in circulation has been: — 


1881, ... 87.2 mill. francs. 1889, . . . 145.5 mill. francs. 
C “ Lai a 


1886, ... 1277 * 1001, ... ILS 


? 


This rapid gain and the prospect of its continuance have led 
to a discussion in which also the general tendency of an im- 
portant party to favor consolidation of the federal power at 
the expense of the cantons has counted for something; and 
accordingly a decisive amendment of Article 39 of the Con- 
stitution was proposed, and on October 18 was adopted by 
the people, being strongly supported in the German-speaking 
cantons. By this amendment, the article, which formerly 
expressly forbade the establishment of any monopoly of issue 
or of any obligation to receive bank-notes, has been amended 
so as to declare that the right of issue belongs exclusively to 
the Confederation, and may be exercised either by a national 
bank or by a central incorporated bank under the control of 
the Confederation. The profits of the issuing bank, after 
proper deductions for interest on capital and for surplus, are to 
be made over, to the extent of two-thirds, to the cantons, and 
the bank is to be exempt from all local taxation. The obliga- 
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tory receipt of notes cannot be decreed by the Confederation 
except in case of necessity in time of war. 


La banque investie du monopole aura pour tiche principale de servir 
en Suisse de régulateur du marché de l’argent et de faciliter les opéra- 
tions de paiement. 


Whether the bank which is to assume this important func- 
tion shall be a state bank or an incorporated bank, like the 
Bank of France, is the question for a final struggle, not un- 
likely to be stormy. 


Tue composition of the monetary circulation of France was 
investigated by order of the Minister of Finance in April last, 
upon the plan which has been followed on two or three previ- 
ous occasions; and the results, published in the Bulletin de 
Statistique et de Législation Comparée for August, have 
formed the basis for some discussion as to the probable amount 
of the French legal tender currency, gold and silver. The 
measure taken by the minister was to secure on a fixed day a 
statement of the composition of the cash then held by all cash- 


keepers for the treasury and post-office, and by the offices of 
the Société Générale, and a statement of the composition of 
receipts on the same day by the Bank of France and the 
Crédit Lyonnais and all their branches. The cash then taken 
account of as being in sight amounted to 120.6 millions of 
francs, thus made up:— 


Bank of France notes, ..... . 97.1 mill. frances, 

I ee ke er 16.4 = 

RS ss le ee we % a eee ee we = 
120.6 


As this cash excludes all amounts held as reserve, it may 
be taken as representing fairly the condition of the commercial 
circulation and more especially the description, nationality, 
and age of the metallic currency; and this presumption is 
strengthened by the close similarity between the results now 
obtained and those of the investigations of 1878 and 1885. 
The figures for the metallic currency, given in percentages, 
compare as follows: — 
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1891 





1878 1885 


Proportion of gold, ... . .. . 73.55 69.33 69.10 
= SOV, « «+= «se - BB WME 9.00 
Proportion of French gold, . . . . 87.12 89.64 88.64 
- “ foreign “© . . . . . 12.88 10.36 11.36 
Proportion of French silver, . . . . 67.99 71.24 68.48 
” “ foreign ‘ os « « 2 Be es 


Upon these figures and the returns as to the age of the 
napoleons and silver five-franc pieces M. de Foville has made 
an estimate, given in the Hconomiste Frangais and also in the 
Journal dela Société de Statistique de Paris for November, 
fixing the monetary stock of France in 1891 as follows :— 


Silver money, nominal value 24 milliards of francs. 
ae “ actual “ 2 “ “ “ce 
Gold “ 4 ‘Ty “ “ 


These amounts are arrived at chiefly by observing the pro- 
portions of coin struck in different years still remaining in cir- 
culation. Thus the almost complete disappearance of the five- 
franc pieves struck before 1830 and the great deficiency in 
those of Louis Philippe, in M. de Foville’s opinion, reduces 
the probable outstanding legal tender silver of the Latin Union 
to less than three milliards, from which is to be deducted the 
probable holding of the smaller members of the Union. The 
stock of gold is arrived at by means of the observed propor- 
tion between gold and silver, and by allowing for the large 
stock of coin held by the Bank of France, as follows: — 


Stock. In bank.: Active. Per cent. 


Silver 5-frane pieces, . . . 2,200 1,000 1,200 31 
Gold 20 and 10 franc pieces, . 3,700 1,000 2,700 69 


Subsidiary silver and gold of other denominations bring up 
the total stock to the figures given above. These estimates, it 
is to be observed, are much below those of M. Ottomar 
Haupt; and he has replied to M. de Foville, in the Zeono- 
miste Frangais of October 24, fixing the stock of silver in 
France in 1891 at three and a half milliards. Without enter- 
ing upon details, it must be observed that M. Haupt relies to 
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a dangerous extent upon the approximate correctness of the 
movement of metals shown by custom-house returns. These 
returns in more than one country have been so discredited as 
to make it impossible to assume even that the errors will off- 
set each other. 


BOEHM-BAWERK’S DEFINITION OF CAPITAL, AND THE 
SOURCE OF WAGES. 


In his exposition of the term “capital,” Professor Béhm- 
Bawerk briefly touches on the wages-fund doctrine, so far as 
to reject summarily the proposition that the means of subsist- 
ence of productive laborers is drawn from the capital of the 
community, although, from the point of view of the employer, 
these “ real wages” are to be regarded as drawn from his pri- 
vate capital. With the distinction which the discussion estab- 
lishes between social capital and private capital, this position 
is, of course, in itself perfectly consistent. The position is, 
indeed, contained in the definition of capital previously arrived 
at (pp. 42, 48, and 21). The ground of the position taken is 
the unquestioned or, at all events, unquestionable truth that 
the laborer is a member of society, and his consumption of 
products is, in a broad view, a fact of the same kind, and of 
like theoretical significance with consumption on the part of 
any other member of society. The satisfaction of wants, 
whether it be the wants of the laborer or of any other, is the 
end, not the means, of productive activity. 

While the exposition at this point undeniably sheds a strong 
light on the question, it can hardly be said to have finally dis- 
posed of all ground for difference of opinion, still less to have 
explained away the wages-fund controversy, or that point of 
the controversy which concerns the question of the source of 
wages. And that controversy has been of such extent and 
earnestness as to raise the presumption that something is to be 
said for both sides of the dispute, and to leave little hope of 
its being finally put at rest by any other method than that of 
explaining away the ground of difference. For reaching this 
end, I believe Professor Bihm-Bawerk’s exposition of capital 
has given us the means. 
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It is to be remarked, by the way, however, that there is a 
lacuna in the exposition at this point, which seems, at least, 
not of first-rate theoretical consequence, and is, perhaps, the 
result of oversight of a not very important point, but which 
might afford a foothold for carping criticism. It will be best 
to speak of it at the outset, and put it out of the way before 
going on. This difficulty arises from the inclusion, as a sub- 
head under Social Capital, of “stocks of goods for consump- 
tion which are still in the hands of producers or dealers” 
(p. 70) ; that is to say, goods which have not yet passed that 
final stage of preparation for consumption which consists in 
their transfer, through the mechanism of exchange, into the 
ownership of the ultimate consumer. 

Now, this classification may afford ground for persons un- 
duly given to nice distinctions to take the exception to Pro- 
fessor Bihm-Bawerk’s position on the question of the source 
of wages that, (1) inasmuch as the payment of wages, actu- 
ally for the most part, and in theory normally, is a transfer 
to the laborer not of the particular goods he wants, but of an 
item of value by means of which he may obtain the particular 
goods through this final productive step of exchange, therefore 
the payment of wages simply gives the recipient a claim on 
goods which have not yet passed the final stage of production, 
and so are as yet a part of the general capital by the terms of 
the definition, and which will pass that stage only in conse- 
quence of this claim ; (2) that, without regard to the mechan- 
ism by which the transaction is carried out, the claim on the 
goods, which accrues to the laborer in the payment of wages, 
constitutes a drain on the stocks in the hands of producers or 
merchants, and tends to diminish such stocks, and this with- 
out regard to the point of time of the payment, relative to the 
production of the goods, which ultimately go to satisfy the 
laborer’s wants. The payment of the wages, as a matter to be 
considered in a theory of the methods of production, precedes 
the consumption, or the ownership on the part of the recipient, 
of the goods which the claim so transferred to him ultimately 
puts into his hands for consumption, and so is a claim that can 
be satisfied only by drawing on a class of goods included 
under the head of social capital. This criticism, it will be 
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seen, touches a point of classification, and may perhaps be 
avoided without deranging the main structure of the theory. 

Now, as to the theory of the source of wages, in the light of 
Professor Béhm-Bawerk’s definition of capital. It is not 
too much to say that the controversy has owed much of its 
bitterness and sterility to inadequate definition of the terms 
employed, especially to a lack of accuracy in the concept 
of capital. The Positive Theorie des Kapitales has given to 
the concept of capital, and of its relation to other elements of 
economic theory, a conciseness and adequacy of which earlier 
speculators were sorely in need. If the distinction which this 
discussion formulates between social and private capital had 
been apprehended earlier, with the same full and clear con- 
sciousness, the means would have been at hand by which the 
wages-fund controversy might have been put at rest. But the 
completed definition of capital does not of itself dispose of the 
question. A further analysis in the same direction is neces- 
sary. It seems to me that economic theory is at this point in 
the presence of a distinction necessary to be made between 
“the laborer’s share of consumable goods,” or “ earnings,” on 
the one hand, and “ wages,” on the other, analogous to the 
distinction taken by Wagner—and perfected by Professor 
Béhm-Bawerk — between capital as “a purely economic cate- 
gory ” und capital “in a juridico-historical sense.” Wages, in 
this stricter definition, and private capital both are facts of 
usage, while the laborer’s income, or earnings, and social capi- 
tal both are facts intrinsic and fundamental to any theory of 
industrial society. 

Wages is a fact incident to the relation of employer and 
employed. It is, in the sense fixed by colloquial use, an eco- 
nomic category whose scope is entirely within the theory of 
production as carried on by the method based on that rela- 
tion; and the term is not used in precisely the same sense 
when the discussion shifts to the standpoint of production 
simply as such, still less when the point of view is that of 
distribution or consumption. It is by an unconscious equiv- 
ocation, in shifting the point of view, that wages is identified 
with earnings and spoken of as an element in the theory of 
distribution or consumption. The laborer, from the point of 
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view of consumption of products, is no longer “laborer”: he 
is a member of society simply, and his share of the product 
of industry is the share of an individual member of society. 
As consumer, he is not “laborer,” and his share of consum- 
able goods is not “ wages,” in the strict technical sense of 
the term. Wages may coincide in range of comprehension 
with the laborer’s share of product,— with earnings,— and 
may likewise coincide with the aggregate of his consumption ; 
but wages is a category having a different significance for 
economic theory from that of earnings or of goods consumed. 
The item of value, which from the point of view of produc- 
tion as carried on by the method of private capital is wages, 
is, from the point of view of the laborer, as being productively 
employed in his own interest, earnings. From the point of 
view of consumption of goods produced, neither of these 
terms can be employed with entirely the same meaning as 
they have in the use just specified. 

If this distinction be allowed as theoretically legitimate, it 
appears that Professor Béhm-Bawerk’s discussion does not 
upset the wages-fund doctrine in any of its essential tenets. 
The one proposition, that the sustenance of men while produc- 
tively employed is drawn from the product of past industry, is 
of course not impugned: the other, that wages are paid out of 
capital, is conceded in conceding that it will hold true when 
capital is understood to mean private capital; for it is only 
then that the term “ wages,” in the strict technical sense, can 
properly be employed. At the same time this discrimination of 
terms leaves the position of the opponents of the wages-fund 
doctrine, as to this particular point, perfectly tenable; for 
whenever “ wages” is used in the sense of “earnings,” as, I be- 
lieve, is invariably the case in the usage of these writers, they 
are undoubtedly drawn from the product of industry, inas- 
much as earnings are the product, to the laborer, of his labor. 

All this may seem to be a web of excessively fine-spun techni- 
calities, but in apology it is to be said that it is also directed 
exclusively to a point of pure theory. And the whole con- 
troversy about the source of wages has also been in the region 
of pure theory, having never directly involved questions of 
physical fact or of expediency. 

T. B. VEeBien. 
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